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Only STEEL can do so many jobs so wel 


Fresh Air Design. That startling building is a purking 
garage. The walls are made from over 11 miles of USg 
Stainless Steel strand. held tight under 1000 Ibs. tension 
with American Quality Springs. The strand prevent: cars 
from rolling overboard, and makes this garage one « the 
most beautiful buildings in Chicago. 





Hot Pickles. Those bottled pickles are taking their ast 
ride on a USS Cyclone flat wire conveyor belt. Notice the 
open mesh that allows heat and steam to escape. Cyclone 
makes all types of conveyor belts, including types that can 
actually curve and go around sharp corners. 
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Tomorrow's Sirloin Steak needs a square meal today. In 
the South, many farmers treat their pastures with USS 
Basic Slag—a high phosphorus, high-lime by-product of 
U.S. Steel’s southern steel-making process. Basic Slag en 
courages the growth of thick, rich pasture grass. 


Portable Steam. It’s actually a steam radiator, but you 


can move it to any room and plug it into any wall socket 
for fast, even fume-free heat. The radiator is made entirely 
from USS Steel. As a result, the unit is light and strong; and 
it heats up 4 times faster than a comparable heavyweight 


This trade-mark is your guide to quality steel iron radiator. 


SEE THE UNITED STATES STEEL HOUR. 

It’s a full-hour TV program presented every 

other week by United States Steel. Consult F L 
your local newspaper for time and station. 


For further information on any product mentioned in this advertisement, write United States Steel, 525 William Penn Place, Pittsburgh 30, Pa. 


AMERICAN BRIDGE . . AMERICAN STEEL & WIRE and CYCLONE FENCE . . COLUMBIA-GENEVA STEEL . . CONSOLIDATED WESTERN STEEL . . GERRARD STEEL STRAPPING . . NATIONAL TUBE 
OIL WELL SUPPLY .. TENNESSEE COAL & IRON. . UiITED STATES STEEL PRODUCTS . . UNITED STATES STEEL SUPPLY . Divisions of UNITED STATES STEEL CORPORATION, PITTSBURGH 
UNITED STATES STEEL HOMES, INC. - UNION SUPPLY COMPANY + UNITED STATES STEEL EXPORT COMPANY * UNIVERSAL ATLAS CEMENT COMPANY 5-469 
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“Speculation . . . is the self-adjust- 
ment of society to the probable. Its 
value is well-known as a means of 
avoiding or mitigating catastro- 
phes, equalizing prices, and provid- 
ing for periods of want. It is true 
that the success of the strong in- 
duces imitation by the weak, and 
that incompetent persons bring 
themselves to ruin by undertaking 
to speculate in their turn. But legis- 
latures and courts generally ‘have 
recognized that the natural evolu- 
tions of a complex society are to 
be touched only with a very cau- 
tious hand...” 

Mr. Justice Holmes 

United States Supreme Court 

May 8, 1905 


Justice Holmes 
was right 


Obviously in a society built on risk-tak- 
ing there’s a place for the man who can 
afford to take the big risk—the man 
who has the money and the tempera- 
ment for successful speculation. 


Nobody can begrudge him his suc- 
cess, for where would we be here in 
America without his breed? 


But don’t let his success mislead you. 
Don’t speculate unless you can meet the 
specifications. Maybe you've got the 
cash but lack the temperament. Maybe 
you’ve got the temperament but lack 
the cash. Either way can be fatal. 


Of course, most of our customers 
aren’t speculators. They’re investors. 


That means they’re risk-takers too, 
but on a much more modest scale. 
They’re people who buy a share of 
ownership in some established Ameri- 
can business, because they expect that 
business to grow over the years and 
pay them a good return on their money 
as long as business prospects are good. 
Most times they’ve been right. 

Yes, we think investing is a good 
thing. And speculation, too, in its 
place. 

But don’t forget what Justice Holmes 
had to say. We think he was right. 


MERRILL LYNCH, 
PIERCE, FENNER & BEANE 


70 Pine Street, New York 5, N. Y. 
Offices in 106 Cities 
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The daisy that deals in Death! 


This is a beautiful daisy grown in Africa. 
From it, science extracts chemical sub- 
stances called pyrethrins. These are 
unique among insecticides in combining 
terrific paralyzing and killing effects on 
insects with extreme safety to man. 
Everyone knows, of course, that py- 
rethrins kill insects—but nobody knows 
exactly how. Gulf research scientists are 
helping to solve this problem. An answer 
may result in more effective insect killers. 
What Gulf research scientists have 
done so far is to grow the daisies in a 
greenhouse containing “hot” gas. Mi- 


nute samples of radioactive pyrethrins 
were then extracted. But in case you’re 
thinking of rushing out and buying some 
—don’t! A pound would cost 18 million 
dollars. 

These radioactive pyrethrins will act 
somewhat like “tracer” bullets. After 
they are placed on the insects, the scien- 
tists, by using a counter much more sen- 
sitive than an ordinary Geiger counter, 
will be able to see exactly how the com- 
pounds penetrate the body wall, where 
they go, and how they react with insect 
tissues to make the kill. 





Gulf, manufacturers of QUICK AC- 
TION GULFSPRAY and GULFSPRAY 
AEROSOL BOMB, offers this long and 
costly experiment merely as an example 
of how the oil industry is constantly 
working to develop new and better prod- 
ucts for the benefit of the public it serves. 





GULF OIL CORPORATION - GULF REFINING COMPANY - GENERAL OFFICES, PITTSBURGH, PA. 
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The Trend of Events 


DULLES TAKES A FIRM STAND... In his recent broad- 
cast to the people after his return from Southeast 
Asia, Secretary Dulles tried to make clear to the 
American people, to the world and, especially, to the 
Peiping government that the U. S. government 
meant what it said and that it would resist with 
every military means at its command, a communist 
aggression against Formosa. On the other hand, he 
deliberately omitted a firm commitment to defend 
the offshore islands in the hope that this might con- 
vince Peiping that negotiations toward a ceasefire 
in the Formosa straits were still possible, provided, 
of course, the Chinese communist government 
expressly abandoned its plans for military seizure of 
Formosa and the Pescadores. Though relinquishment 
of the offshore islands would be quite unpalatable to 
many of our leaders and a good-sized portion of the 
American public, it is probably true that our gov- 
ernment realizes it might have to yield to such a 
solution in view of the well-known hostility of our 
allies toward becoming involved in any hostilities 
affecting the Asian mainland, unless Formosa itself 
were directly menaced. 


recourse but to stand by its commitment to secure 
Formosa. The responsibility for any major war in 
Asia would, therefore, be that of the communist 
leaders in China, and theirs alone. 


A BY-PRODUCT OF THE FULBRIGHT INVESTIGATION 
... Keith Funston, president of the New York Stock 
Exchange and Edward T. McCormick, president of 
the American Stock Exchange, went well out on a 
limb and opened themselves to criticism when, testi- 
fying before the Fulbright committee looking into 
the stock market, they stated they did not believe 
the market was too high and that, as a matter of 
fact, they had recently been buying stocks. 

It is a question whether this is the proper type of 
statement for the head of an Exchange to make, 
particularly at a time when it is, in effect, being 
investigated, and when such a statement could be 
construed as an endorsement of unlimited activity 
for the rise, in the face of ample evidence that specu- 
lative activity has already become excessive. While 
each tried to point out that they were not experts 

on the market, neither can dis- 





Secretary Dulles, of course, 
is attempting to maintain the 
peace and not start any war. 
In this, he has the unqualified 
support of the President. 
However, the decision is in 
reality in the hands of Pei- 
ping. If they refuse to take a 
more moderate course, it 
would seem that our govern- 
ment would have no other 





We recommend to the attention of our 
readers the analytical discussion of busi- 
ness trends contained in our column 
“What’s Ahead for Business?” 
regular feature represents a valuable 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s markets, don’t miss it! 


associate himself from the 
prestige and responsibility of 
his position in the eyes of the 
public, as well as the financial 
community. 

Under these circumstances, 
it would appear that the per- 
sonal opinions of both Mr. 
Funston and Mr. McCormick 
on the current status of the 
stock market had better been 


This 
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left unsaid. It may even come to pass, given the 
propensity of human beings to pretend that their 
faults are the result of someone else’s doing, that 
some day investors who had been encouraged by the 
Funston-McCormick testimony to buy at the top of 
an over-extended market may blame these officials 
if their market ventures should turn out to be 
unprofitable. 


Ist MAN-MADE EARTH SATELLITE...In 1957, the 
U. S. will be ready to launch the first artificially- 
made earth satellite ever to be constructed and thus 
a dream of scientists will come true. We should not, 
however, jump to the conclusion that the day of the 
“space-ship” has arrived for the “satellite” is in 
reality only a scientific instrument, equipped with 
hitherto unknown electronic devices which our mili- 
tary planners believe will enable them to learn how 
to devise the ultimate in weapons—the interconti- 
nental ballistic missile. 

The importance attached to this project can best 
be appreciated when it is understood that the minia- 
ture object which, in two years or so, will revolve 
around the earth will cost the impressive sum of 
$20 million. Lest some citizens think this is too large 
a sum to spend for the purpose, let them consider 
that there is a deadly race going on between Ameri- 
can and Soviet scientists to achieve leadership for 
their countries in the realm of scientific achievement, 
particularly with respect to conquering the outer 
space. Aside from the military objectives involved, 
there is the over-riding consideration that the first 
nation to launch a man-made earth satellite will 
derive enormous world prestige from the achieve- 
ment. The victor in this particular race between the 
democratic and authoritarian systems may well gain 
a commanding lead in the world-wide struggle over 
men’s minds. 


GEARING FOR COMPETITION ... Although there is 
plentiful evidence that business has recovered from 
the recessionary period of 1953 and the first half of 
1954 it is likely that conditions will be highly com- 
petitive this year. All segments of business-manu- 
facturers, distributors and retailers—are making the 
greatest efforts in their history to stimulate sales. 
Thus far, this has not taken the form of price-cut- 
ting which, in former years, was the inevitable 
accompaniment of heavy competition. As a matter 
of fact, the recent recession was marked by conspicu- 
ous stability of prices, all business elements having 
learned from past experience that price-cutting not 
only cut most severely into profit margins but that 
this, in turn, stimulated more competition, thus 
further reducing profit margins. 

Accordingly, competition now takes the form, not 
of price-cutting, but of making the most intense sales 
efforts, through new promotional schemes and 
through dressing up products to be sold to the public 
more attractively. All this entails added costs, which 
comes out of profits, unless sales are increased suf- 
ficiently to make up the difference. This also makes 
it more imperative to reduce production and sales 
costs wherever possible. Thus, we have a simulta- 
neous double trend; a rise in costs due to. more 
expensive servicing of goods, and a decline in costs 
due to greater efficiency in operations. The effort is 


now intense to make one balance the other. But the 
real clue to profits will be the size of sales. It is this 
factor which will be watched more closely than ever 
as a guide to corporate income. 


U. S. FAR BEHIND IN SHIPBUILDING... Figures on 
shipbuilding in the free world reveal that the United 
States, the largest commercial nation on earth, is 
now among the least important of the shipbuilding 
nations. During 1954, Britain retained the lead in 
merchant shipbuilding with West Germany moving 
up fast. British tonnage was 1,408,874 tons, or 
26.8% of the world’s total output. Germany showed 
up with a tonnage of 963,114, or 144,893 tons more 
than in 1953 and at this rate should catch up with 
Britain in three or four years. Sweden was third, 
with 544,311 tons, with Japan, which had been in 
third place in 1958, slipping back into fifth place 
in 1954 on its tonnage of 413,405. 

We occupy an unheroic fourth place position with 
a compartively meager 476,984 tons. 

The United States, of course, has an enormous 
shipbuilding capacity but much of this now lies idle. 
Only during wartime is this fully utilized. Two 
factors prevent the United States from occupying 
a position in shipbuilding more in line with its 
capacity. The first of these is the high cost of con- 
struction—the highest in the world—and the second, 
the high cost of ship maintenance on the seas. U. S. 
wages on merchant ships are far above those of any 
other nation. This naturally discourages American 
merchant shipbuilding. 

While the United States still has the largest mer- 
chant fleet in the world, with 27.3 million tons, 
14 million tons are idle and a fairly large proportion 
of ships in service are old and costly to maintain. 
In the not distant future, we will have to consider 
how to retire these older vessels and replace them 
with modern types. They will be needed to maintain 
our position in world commerce and for national 
defense. Yet, the problem will be insoluble as long 
as the disparity between foreign and U. S. costs of 
shipbuilding and maintenance grows as it has during 
the past few years. But, if it proves impossible for 
private industry to keep our merchant fleet at a level 
consonant with our growing foreign commerce and 
defense needs, it will be necessary for the govern- 
ment itself to assume the responsibility more actively 
than it has in the past few years. This is definitely 
one area of our economy that we cannot afford to 
neglect. In this connection, it is heartening that the 
Administration’s plan of creating $400 million in 
new business for shipbuilding and ship repair is 
gaining momentum. But this is only a start. Much 
greater efforts will be needed for the years ahead. 


IMPORTS AND EXPORTS... The Fleming Committee, 
otherwise the President’s Cabinet Committee on 
Energy Supplies and Resources, in its recent report 
ran head-on into the dilemma of world trade and 
protectionism. 

One section of the report deplores the barriers 
being raised against exports of American coal, even 
in many markets where it would obviously be 
cheaper to buy coal from the United States than to 
subsidize an inefficient domestic industry. Another 
suggestion proposes either (Please turn to page 806) 
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As 9 See Gt! 


By JOHN CORDELLI 


RIVALRY AND COMMON SENSE IN THE MIDDLE EAST 


ie old Arab League has collapsed. It ceased 
to exist when last week Egypt, Syria and Saudi 
Arabia joined in another pact which apparently in- 
tends to pursue a more aggressive policy toward 
Israel. But the new “Damascus-Cairo Axis” is also 
posed against Iraq, a country accused by Egypt of 
breaking the rules of the old Arab League. 

Egypt contends that 
by aligning herself 
Western Powers, Iraq 


has weakened the fag 


THREE DEFENSE PLANS IN THE CRITICAL MIDDLE EAST 
Members of: BA NATO BSI SEATO Ea ARAB LEAGUE 


defense of this important area. A communist break- 
through the Middle East would isolate the West 
from South Asia and parts of Africa. But even more 
important, the Middle East contains some two-thirds 
of the world’s proven petroleum reserves, and with- 
out access to them, the Western European air fleets 


might as well be grounded. : 
Although there is a 


strong feeling of unity 
among the Arab 
speaking countries, 





Arab front in respect 
to Israel. But the fact 
is that Egypt is jeal- 
ous of Iraq’s potenti- 
alities of leadership 
among the Arab coun- 
tries. Because of her 
land, water, and pe- 
troleum resources, 
Iraq is the country 
with the greatest 
growth potential in 
the Middle East. 
United with Turkey in 
a defense pact which 
in turn is tied to a 
North Atlantic Treaty 


: : SOVIET 
TURKEY-IRAQ PACT ae 








the old Arab League 
was never a strong or- 
ganization. It was 
constantly weakened 
by petty rivalries and 
dynastic jealousies 
among its kings and 
shaikhs. Its members 
never cooperated eco- 
nomically except in 
blockading Israel. The 
opposition to Israel 
was in fact the only 
cementing tie holding 
the old League to- 
gether, and apparent- 
ly even the unfortu- 
nate incident in Gaza 


TURKEY-PAKISTAN PACT 








Organization, Iraq 
now forms’ together 
with Yugoslavia, 
Greece, Turkey, Iran, 
and Pakistan one continuous barrier to Soviet pene- 
tration to the South. Iraq’s vast plains and her 
wealth of petroleum make her a particularly valu- 
able ally. On the other hand, with the West’s help, 
Iraq can easily become militarily the most powerful 
Arab country and also the one with the highest 
standard of living. Hence Egypt’s jealousy. 

The remaining Arab countries are still sitting on 
the fence. The most progressive of them, the Repub- 
lic of Lebanon, half Christian and half Moslem, is 
advocating a sensible, realistic policy toward Israel, 
and an end to the trade blockade. Refugee-burdened 
Jordan, British-subsidized Libya, and medieval 
Yemen are apparently undecided about which side 
to join, but Jordan in particular is ready to receive 
the West’s help with her refugee problem and the 
development of her resources. 

The old Arab League has kept the whole Middle 
Eastern area in a dangerous state of suspension 
between peace and war. This policy and the Arab 
distrust of the Western Powers have made the whole 
Middle East militarily weak, and have exposed it 
to communist penetration. Yet the winning of a 
Third World War might depend upon the successful 
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was unable to avert 
League’s demise. 

The retaliatory at- 
tack on the Egyptians in the “Gaza Strip” by Israeli 
soldiers was shortsighted and ill-timed. It failed to 
take into consideration the fate of the still large 
Jewish community in Egypt. The old “tooth for a 
tooth,” policy, it may be true, was the only one to 
leave the desired impression on the Arab raiders, 
but it nevertheless negated the Israeli utterances 
about the desire for peace with their neighbors. 
But most unfortunate, the attack came at the time 
when the Arab countries had begun to waver and 
when their antipathy toward Israel had begun to 
vary in degree. In fact, Jordan was showing signs 
of willingness to cooperate with Israel on the so- 
called Johnston Plan for the division of the River 
Jordan’s waters. Thus hopes that the Israeli-Arab 
tension might relax and more normal conditions to 
be re-established, have again been deflated for an 
indefinite time. 

However, the demise of the old Arab League is 
likely to bring a changing attitude toward the West 
and less neutralism in respect of the Communist 
Powers among the Arabs. Even Egypt which has 
resented Iraq’s association with the West in other- 
wise friendly and most (Please turn to page 812) 
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What’s The Best Investment Policy Now? 


Begun last week, market reaction is already substantial but might go somewhat further. 
Basis for major decline is not evident. On rallies, over-speculative position should be re- 
duced, and some profits should be taken even on good stocks that have run too far ahead 
of earnings and dividends. Sound values will be available in some other issues on any 
further dip. Investors should proceed cautiously during present uncertainty. 


By A. T. MILLER 


 —_—_— the recording of new bull-market 
highs by “the averages” late in the trading week 
ended March 4, stock prices fell sharply last week. 
Excepting for a mild, low-volume rally which de- 
veloped after the first three days of retreat and 
which was quickly snuffed out, pressure was con- 
tinuous. Evidence of enough support to halt this 
downswing was absent at the week’s end, and also 
up to our press closing time. Indicative of the 
altered mood, trading volume rose to the highest 
mark in some weeks in the periods of greatest 
weakness in prices. 

This is the second sell-off of some proportions 
since the start of 1955; and its scope up to this 
writing differs considerably from the previous one, 


which between January 3 and January 17, dropped 
the Dow industrial average by about 20 points, the 
rail average by nearly 9 points. The comparable 
fall by the close today was roughly 30 points 
for industrials and nearly 11 points for rails. Be- 
cause of the high levels of the averages, this is 
still modest in percentages, of course, amounting 
to only 7% for industrials and about the same 
for rails. Since the long uptrend began in Septem- 
ber, 1958, no correction so far has approached the 
limit of 10% or so which in older days was not con- 
sidered abnormal for intermediate reactions fol- 
lowing broad advance. A 10% sell-off would be big 
news these days, amounting to about 42 points for 
the industrial average and taking it back to the 
lowest level since late last November. 





MEASURING MARKET SUPPORT 


THE MARKET IS A TUG-OF-WAR . .. CONSTANTLY SHIFTING SUPPLY & DEMAND PRODUCES THE FLUCTUATIONS” 


Whether that much is probable in the 
present instance is conjectural. The first 
“test points” of more than minor tech- 
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MEASURING INVESTMENT AND SPECULATIVE DEMAND 








190 respect to testimony of some witnesses 
and the general attitude shown by some 
committee members, including Senator 

220 Fulbright. The latter’s leaning seems to 

be toward “study” of more regulation 

of one kind or another, and strongly 
against any modification of the capital 
gains tax as a means of restoring better 
supply-demand in the market by un- 


190 freezing large-profit investments and 
180 inducing some selling. Two witnesses— 

a Harvard economist and a former 
170 chairman of the Federal Reserve Board 


—argued that the market was too high 


WT hee and that it had been getting too specu- 
APRIL 


lative. One advocated raising margin 
requirements to 100%, the other to 
75%. (The present level is 60%). 
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Second, uneasiness also | 420 
resulted from certain 
newspaper reports, based 
on apparent views of un- | 400 
named U. S. military men 
in Japan, that we might { 3” 
be involved in war in Asia | 30 
in a matter of weeks. | 155 
These were quickly denied 
or played down by officials 
at Washington. Obvious- | \45 
ly, however, full assur- 
ance cannot be given un- 
less and until the Chinese | \35 
Reds show some evidence | ¢ 
of backing away from 
their plainly proclaimed | 
intention of taking Matsu, | ¢ 
Quemoy and _ Formosa. 
They have not done so. 
Certainly, if they try to 
take Formosa we will be 
in at least a limited war, 
with no possible guaran- 
tee that it would remain 
limited. Whether we will 25 1 8 IS 22 29 
keep hands off in a strug- 
gle for Matsu or Quemoy, 
involving costly losses of 
already small Chinese Nationalist forces — small 
compared with the manpower of the Reds—is un- 
clear; and might be put to the test in no great time. 

Although selling did not take long to spread to 
pretty much to all principal sections of the market, 
the break started with aircraft issues the most con- 
spicuous targets as a result of indications that, 
among other things, the Fulbright committee may 
raise questions about the defense-contract pricing 
which has boosted aircraft earnings to generally 
record levels, even though profits after taxes have 
remained quite moderate as a percentage of sales. 

It should be emphasized, however, that the market 
always “makes its own news” or at least colors the 
news. A technically vulnerable market will react 
regardless of news reasons or excuses; and will ex- 
aggerate the significance of unfavorable news, just 
as a confident market will minimize adverse news 
and exaggerate the implications of good news. Prior 
to this sell-off, there had been various indications of 
increasing vulnerability, including a market shift of 
upside leadership from good-grade stocks to more 
speculative issues, narrowing spreads between stock 
and bond yields and a slowed pace of general ad- 
vance indicating, as also did the volume evidence, a 
waning bull-market momentum. For instance, at the 
early-March high the net extension of prior advance 
by the industrial index was less than 3% in a period 
of about 7 weeks and 4.8% for the rail average, 
compared with extensions of about 12% and 21%, 
respectively in nine weeks from late October, 1954, 
to January 3 of this year. Even the broadest market 
measures, including our weekly index of 300 stocks, 
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showed markedly less upside vigor of the January- 
March upswing than on that in the final 1954 months. 

There is no change in the fundamentals. The 
business recovery continues and should make mod- 
erate further progress by late spring. Prospects for 
earnings and dividends remain generally good. Prin- 
cipal uncertainties are whether a military show- 
down will be precipitated in the Far East; whether 
there will be a strike in the automobile industry 
starting in June; how much automobile and steel 
activity will recede in the third quarter, with or 
without a key-company auto strike; how much 
longer residential building can continue at the 
present record pace; and whether the monetary 
authorities will make further anti-boom credit tight- 
ening moves or will “wait and see” over the next 
several months. As regards credit policy, the au- 
thorities do not want an inflationary boom, but 
neither do they want another recession. When 
there are signs of the latter—and this is possible in 
the second half, though not now predictable—they 
will switch to a policy of “active money ease” again. 

We do not see basis for major market decline, or 
for any early extension of the bull market. Specu- 
lative positions should be reduced on rallies. A por- 
tion of big available profits on over-high growth 
stocks should be cashed on rallies. On the other 
hand, investors with more than ample cash should 
begin looking around now for good-grade stocks 
which have been marked down enough to be indi- 
vidually attractive on a longer-term view. These 
situations will come into further prominence as 
the market declines. —Monday, March 14. 
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What They Can Mean Politically — Economically 
By THOMAS L. GODEY 


ee most important economic development in the 
United States is about to unfold. That is the crea- 
tion of a huge new labor merger between the A F 
of L and the CIO. Supplementing this revolutionary 
move, the unions are launching a massive drive 
for a guaranteed wage, which is about to be spear- 
headed by Walter Reuther, head of the United Auto- 
mobile Workers and the CIO itself. The first scene 
of the unfolding drama will take place when Reu- 
ther sits down soon with President Curtice of Gen- 
eral Motors to negotiate this enormously vital 
matter. 

Although the problem, ostensibly, is to open ne- 
gotiations for a new wage contract between the 
automobile giant and the U.A.W., much more is at 
stake. What is at stake is the entire future of 
labor-management relations and, very likely, the 
future political forms of this country. 

The pattern shaped by the negotiations will deter- 
mine the pattern of other important contract nego- 
tiations between industry and labor to follow this 
year. So enormous are the stakes that these develop- 
ments will be watched with the greatest anxiety by 
the entire business and investment community. 


The Political Stakes 
It is of greatest importance for the nation to 
understand that Mr. Reuther, a very able and astute 
labor leader, is now thinking not only in terms of 
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wages and hours. In his sharp mind, he visualizes 
a great and growing opportunity to ensure most far- 
reaching gains for labor through direct political 
action. This he feels will be greatly facilitated by 
the giant labor union merger now in active process 
of completion. Mr. Reuther sees this power ultimately 
to be vested in a new political party, formed out 
of the old parties by labor and its adherents. The 
political power that such an aggregation would 
represent, he thinks, would be sufficient at a pro- 
pitious time to catapult him into the Presidency. 
This is by no means far-fetched. Mr. Reuther is 
known to have such ambitions though they have 
not been too publicly broadcast. Obviously, Mr. 
Reuther is not thinking of the present or the years 
immediately ahead. He is still a comparatively young 
man and knows how to bide his time. What he is 
doing now is to carefully prepare the ground. 

And let there be no mistake about it. The ground, 
indeed, is already being well prepared. The first 
great step has now been taken. That is the merger 
between the two giant labor unions, to which, the 
union chieftains hope, more will be added in due 
course, ultimately making a union member out of 
virtually every worker in the country. When the 
merger is completed this autumn between the A F 
of L and the CIO, 16 million members for a start 
will be under one labor roof. This is a potentially 
mighty political and economic force which by its 
mere existence will have enormous leverage. 
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It is significant that under the proposed set-up, 
George Meany and not Walter Reuther will become 
the active head of the giant union. This will release 
Mr. Reuther for what is considered his more im- 
portant duty of building up a vast political machine. 
It is not difficult to see that the division of function 
between both ambitious men is not acc.dental. 

Furthermore, the new organization will not be 
handicapped by a lack of funds. Thus, there is a 
plan afoot to raise member dues substantially. This 
could provide a formidable war chest of many mil- 
lions of dollars sufficient for any purpose needed. 
It does not require much imagination to visualize 
what this could mean in a political campaign. Noth- 
ing remotely resembling such a vast sum is avail- 
able to either of the old parties. 

The actual plan for the guaranteed wage is part 
of a general scheme to further the political objec- 
tives of labor and can lead to socialism, It would 
be a vast step backwards in this country and could 
ultimately pave the way for an even more radical 
system of government. 

For the more immediate future, it would pose the 
most serious operational problems to industry. In its 
very least consequence, it would bring labor directly 
into management, thus destroying the separate func- 
tions of the two, a unique and traditional feature of 
the American economy which has had a powerful 
influence in raising the levels of prosperity. It would 
also place vast power in the hands of the chief 
union leaders over their members and thus tend 
toward totalitarian practice against the interest of 
the individual members themselves. 


The Guaranteed Wage 


Unless some last hour change is adopted, the 
United Automobile Workers, when they open nego- 
tiations with the General Motors Corporation or 
Ford or both on April 1, will demand for workers 
regular pay-checks which, with State unemployment 
compensation, will give them the 
same take-home wages, week in 


The proposals concerning the share of the con- 
tinuing wage which an employer must bear and 
that which shall come from statutory unemployment 
compensation, also show considerable variation, this 
problem being complicated by wide differences in 
existing State laws. 

So, until the final demands of the union are made 
public, only the general purpose of the negotiators 
can now be stated. But that general purpose is so 
clear that it scarcely can be regarded as an exaggera- 
tion to say that the guaranteed annual wage issue 
is the deepest, most revolutionary with which 
American industry ever has been faced! It tran- 
scends in seriousness the first 8-hour day issue; it 
assuredly is of comparable if not greater import 
than the very issue of collective bargaining itself! 

So drastic a statement can be made because Wal- 
ter Reuther has committed himself so deeply. He, 
two years ago, extended a promise to the workers 
of his union and, at least by inference, all CIO 
union workers that the guaranteed annual wage 
would be achieved in 1955. He has left himself no 
postern gate, no avenue of escape. He has placed 
his leadership in pledge and, because of an amaz- 
ingly persistent propaganda, has gone far to con- 
vince his followers that the prize is all but in hand. 

Only members of the automobile workers union 
and those closely associated with them realize the 
full intensity of the campaign which has been in 
progress for two years or more. The public gener- 
ally, is not aware that the United Automobile 
Workers union issues a monthly magazine the title 
of which is Ammunition. The word in itself con- 
tains a sort of threat. The contents of the magazine 
consist of the most carefully studied instructions to 
union members. Of course there is much material 
on organization, how to conduct campaigns and the 
like together with important labor news. But the 
chief purpose of the issue is as the title boldly im- 
plies, to arm union members with fighting ammuni- 
tion. 





and week out which they enjoy 
when fully employed. From that 


IMPORTANT COMPANIES FACING NEW WAGE CONTRACTS 





initial demand there will be little 





° . CONTRACT 
retreat although it is probable EXPIRES OR 
some concessions will be made on INDUSTRY COMPANY UNION OR UNIONS REOPENS 
sd eS Bios Automotive General Motors Corp. Auto Workers (CIO) May 
pace Peel from work ai on-the General Motors Corp. Electrical Workers (CIO) May 

‘ s = 

job lunch and incidental expenses. Electric Manufacturing Philco Corp. Electrical Workers (CIO) May 

Some versions state that the Radio Corp. of America CIO, AFL, Independents June 
guarantee would apply only to em- Automotive Ford Motor Co. Auto Workers (CIO) June 

- é reer 
ee Beacon d Shipping Atlantic, Gulf ship lines Maritime (CIO) June 
ise made by Walter Reuther to his Steel we spate Bethlehem Steelworkers (CIO) June 
workers, that young and new em- erry een 
ployees should have equal benefits Shipbuilding Bethlehem Steel Shipbuilding Workers July 
with their seniors because the Shipbuilding Works (ClO) 
juniors are often the first to be New York Shipbuilding Boiler Makers (AFL) July 
laid off. Also, there are variables Farm Equipment Caterpillar Tractor Co. Auto Workers (CIO) August 
as to the duration of benefits, one Automotive Chrysler Corp. Auto Workers (CIO) August 
version stating that benefits shall wi ita Walia: ails ila pune 
be limited to six, nine or some onferrous merican Smelting efin- Mine-Mill (in ugus 
ing; Kennecott Copper 
other number of months. And yet 
Reuther has ‘asserted over and Aluminum Aluminum Co. of America; AFL & CIO August 
3 Reynolds Metals Co. 
over again that the standard of 
living of every employee must be Electric Manufacturing General Electric Co. Electrical Workers (CIO) September 
Westinghouse Electric CIO & AFL September 


maintained. 
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wage, the following steps would be necessary: 


lent Government regulation. 


and services. 


Allot market territories. 
Pass on all increased costs to consumers. 


products. 


ties which would be necessary. 





STEPS NECESSARY TO GUARANTEED ANNUAL WAGE 


Employers generally are agreed that to pay a guaranteed annual 
Authorize companies to merge into monopolies under a benevo- 


Divide markets among the protected, legal monopolies. 
Fix quotas of output and distribution and standardize products 


Eliminate all risk, curb enterprise and end expansion. 


Fix prices through every step from raw materials to finished 


Establish a system to police the new order and enforce the penal- 


workers in other unions, 
wholly dissociated from the auto- 
mobile industry, will not add what 
weight they can to the Reuther 
demands. 

On surface, George Meany has 
adopted a milder attitude on the 
guaranteed wage question but that 
probably is because he is content 
for the moment to sit back and 
let Walter Reuther do the spade- 
work. But Meany, just as does 
Reuther, sees the enormous poten- 








The Ammunition publication might be readily 
compared with the briefing of army officers and the 
instructions to the troops in preparation for a major 
battle. 

Ignoring Industry’s Contribution 


Month after month the union members have been 
furnished with this Ammunition until they are 
thoroughly indoctrinated with the idea of the 
guaranteed annual wage. Mr. Reuther himself is 
one of the most plausible speakers and writers the 
labor movement has ever known, He has surrounded 
himself with skilled economists, statisticians and 
analysts, many with widely known names and repu- 
tations. Behind the idea of the guaranteed annual 
wage has been accumulated this great arsenal of 
forensic ammunition which local union officers, shop 
foremen and stewards and each individual union 
member can use for the purpose of convincing him- 
self and others that such a wage can readily be 
granted and that to withhold it would constitute an 
invasion of the worker’s vested right in the entire 
economy of his country. 

(Nowhere is there any suggestion save that the 
employers owe the workers a steady year-round 
wage. Nowhere is there any recognition of the fact 
that, in the manufacturing industry, there has been 
an investment of $12,000 in tools, in plant and 
equipment for every employe. Nowhere is there the 
slightest hint of realization that inflation, due to the 
wage-price spiral has in approximately the last 
decade wiped out ten billions of the value of the in- 


dustrial machine which investors have set up out ' 


of savings in order to provide jobs for millions of 
workers! The shot and shell of the Reuther Ammu- 
nition shoot only one way!) 

While the greatest concentration of fire, the 
greatest weight of impact has been upon the United 
Automobile Workers, other CIO union publications 
and especially the parent organization’s own weekly, 
the CIO News, also have harped upon the idea of 
the guaranteed annual wage. 

There should be not a moment’s misapprehension 
concerning the intent of Mr. Reuther to spread his 
annual wage doctrine far afield throughout all ranks 
of labor and the same plausible arguments which 
Ammunition provides are put forward in summar- 
ized or other form in echoing publications of other 
unions. 
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tial value to union leadership in 
the guaranteed annual wage. 
When and if Reuther wins his aims, Meany will not 
be far behind in making his demands. In any 
event, as head of the new giant labor union, he will 
be even in a stronger position than Reuther to press 
forward with his demands when he thinks the time 
has come for a showdown. Although Meany, unlike 
Reuther, has disclaimed any attempt to recast 
American society in favor of union labor, it is no- 
ticeable that in his recent statements he has become 
much more aggressive and that the A F of L, as a 
consequence, is becoming almost as dynamic as the 
CIO in its quest for power for labor, politically as 
well as economically. This suits the purpose of 
Meany about as well as it does Reuther. 


Of tremendous importance in any study of this 
issue is the idea that, throughout the Reuther teach- 
ings, persists the demand upon industry, in the 
instant case, the automobile industry but, basically, 
all industry. It is regarded as one vast entity with- 
out consideration being given to the innumerable 
segments of which industry consists. In the Reuther 
scriptures one rarely finds the plausible yet abstract 
discussions related to any one company. There lacks 
any study of: special application to the type or size 
of a particular company. So long as it is part of 
any industry, that company or any company is 
looked upon only as a segment of the entire abstrac- 
tion. If a proposal, such as the current one, is in no 
way adaptable to a given company, that is that 
company’s peculiar misfortune. If it cannot meet 
the pattern, it must succumb. 


In this very practical and ruthless manner, Mr. 
Reuther is seeking to recast the industrial life of 
a Nation which has grown to its power very largely 
through the very genius of individualism and 
variety. That does not fit the Reuther formula any 
more than individual company effort and operation 
fit the idea of Russian communism. There must be 
conformity or submergence. The Reuther theory 
does not recognize the right of any business to exist 
unless it is able to meet such demands as he has 
promised his followers this year will be granted! 


On that head it is of special interest to note the 
titanic collision of two vast pressures. The laws of 
the United States forbid monopolies and the law 
officers of the Government seek to dissolve mergers 
already in being or to prevent any contemplated. The 
Reuther doctrine, as now being strongly extended, 
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Experience has shown that other 
unions, especially those owing 
allegiance to the same parent 
group, follow the bell-wether — in 
this case, the automobile workers, 
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holds that if companies have not the survival coeffi- 
cient strong enough to enable them to meet such a 
demand as the guaranteed annual wage, it is in the 
public interest (that is, in the union interest) that 
the lesser companies coalesce until agglomerations 
of business are large and strong enough success- 
fully to provide the workers with their perennial 
endowment! 

The very genius of this Nation has been change 
—sometimes under pressure of altering popular 
tastes, sometimes because of technology, the dis- 
covery or development of new rare materials—in 
short the ebb and flow of great, scarcely definable 
tides. The cycles of prosperity and depression have 
much to do with this but not everything. Although 
both 1925 and 1929 (until the last quarter) were 
both boom years new investment in housing declined 
from $5.1 billions in the former to $3.2 billions in 
the latter. Although 1932 was a depression year, 
production of wool textiles was 25 per cent above 
1930 when the depression was just beginning to be 
felt. In the deep depression year of 1933, production 
of cotton textiles was materially higher than any of 
the three previous years. 

In 1948, a single automobile company produced 
4.8 per cent of all new cars registered. Four years 
after the same company produced only 1.7 per cent 
of the total, a falling away of 65 per cent. In the 
mild recession of 1949 the entire steel industry 
dropped from an operating rate of 102.9 of theo- 
retical capacity in March to only 66.1 per cent in 
June. Yet some individual companies showed no 
very perceptible change. In this connection, an 
amazing aspect is that total disposable income in 
1949 was $187.2 billion compared with $188.4 bil- 
lion the previous year — the merest fraction of 
change, an indication that purchasing power is not 
a reliable barometer. Who but a short time ago 
historically would have dared predict that the firmly 
planted anthracite coal industry would dwindle 
away in the manner it has? The fuel is just as 
good, marketing methods have, if anything, im- 
proved and there has been notable improvement in 
consuming furnaces. Yet the industry is in a diffi- 
cult position. 


A study within any industry would show such 
wide vicissitudes among individual companies that 
it becomes obvious that there is no such thing as a 
fixed industrial pattern into which every segment 
can be fitted. This would apply to many considera- 
tions but fundamentally to the idea of a guaranteed 
wage. Mr. Reuther’s answer to such a problem is 
the simple one of extermination. 

Walter Reuther is too old a hand not to realize 
that any army must have reserves on which to fall 
back and to that end has, for months, been prepar- 
ing his followers for a drive to accumulate a strike 
fund of $25 million. From each union member a 
contribution of $5 a month is to be collected until 
the sum aimed at is reached and, thereafter, the 
contribution is to decline to only $2.50 a month. 
The point is that the contribution is to continue. 
Thus, even with heavy strike benefit drains on the 
$25,000,000 war chest, the union plans to have a 
further reserve to enable it to meet new threats. 

Union members have been instructed in some of 
the economics of strike contributions. They have 
been told, for example, that in return for contribu- 
tions of $276 per union member Ford employes 
over one period won returns of $16,812 through 
wage increases. Strikes and strike threats presum- 
ably were responsible for thgse tremendous gains. 
The UAW publications, such as Ammunition, em- 
phasize what an advantage existence of a rich strike 
fund gives at the bargaining table. 

When all the individual rivalries, both as to indi- 
vidual labor leaders and as to constituent unions are 
taken into careful consideration the thoughtful ob- 
server is impelled to look back over previous labor 
history and lend some study to the rifts which for 
generations have prevented any lasting labor peace 
within labor’s own ranks. However, it would be 
idle indeed not to give adequate weight to the pros- 
pect of increased influence of labor at the bargain- 
ing table and, latently, in the world of politics when 
the giant union merger has been completed. 

As has been noted, the idea of the guaranteed 
annual wage is by no means limited to the negotia- 
tions with the automobile companies about to begin. 
It is but natural for (Please turn to page 784) 
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With Liberalized Regulation — 
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By ROGER CARLESON 


4, is of greatest significance to railroad in- 
vestors that important moves are under considera- 
tion to free the carriers from their historic involun- 
tary servitude to a rigid philosophy of governmental 
regulation which has long since lost touch with 
reality. It should be borne in mind that the entire 
series of federal enactments regulating the carriers 
from the late 1890’s to the Railway Transportation 
Act of 1920 was predicated on the undeniable fact 
that in that entire period the railways constituted 
ov a monopoly over the nation’s transporta- 
ion. 

' Subsequent changes in the legislative code gov- 
erning rail transportation and administrative de- 
cisions by the Interstate Commerce Commission 
have in no way given evidence of acknowledgement 
that the railways, due to the newer form of trans- 
port which sprang up since the end of World War I, 
no longer possess anything remotely resembling a 
monopoly over transportation. Nevertheless, they 
are still being regulated as if they hhad continued to 
be a monopoly despite the immense changes in the 
types of transportation which have come into being. 
Anyone who thinks of the railways as a monopoly 
should stop and think for a moment of the enormous 
competitive role which the airlines, trucks, busses, 
not to mention passenger cars, now play in our na- 
tional transportation system, compared with the 
time when they were infant industries. 

During the New Deal and Fair Deal Administra- 
tions, despite appeals for relief from discriminatory 
railway regulation, nothing was done to alleviate 
the roads’ distress, which was not surprising in view 
of the political climate of the time. The Eisenhower 
Administration, however, understands the need for 
unraveling the regulatory maze under which the 
railways operate and will not offer opposition to a 
new and more modern system. This is an important 
advantage to the railways as it indicates the Ad- 
ministration is prepared to restate its national 
transportation policy in the light of modern condi- 
tions and that coming legislation which is already in 
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various stages of preparation by individual members 
of Congress will be given a fair hearing. 

In his Budget Message to Congress, January 
1954, the President indicated that he keenly realized 
that much had to be done to bring our transporta- 
tion system up to the highest possible degree of 
efficiency in the national interest. Since he saw the 
necessity of a broad revamping of the system of 
regulation under which our transportation systems 
operate, he set up a Cabinet Committee on Trans- 
port Policy and Organization, under the chairman- 
ship of Secretary Weeks. Under expert guidance, a 
report has been prepared to make recommendations 
to the President. This report has not been made 
public as yet but it will undoubtedly have laid a basis 
for the enactment of legislation leading to a sub- 
stantial degree of de-regulation of the railways, 
with recommendations for other specific and im- 
portant changes. 


No Longer Monopolies 


Until the newer forms of transportation—airlines, 
buses, trucks and passenger autos—came to matur- 
ity, the railways had very little competition in land 
traffic. As monopolies, the carriers were logically 
subject to regulation, as being in the public interest. 
However, under changed conditions which have 
created the widest competition, the problem of the 
railways has become greatly intensified. Not only 
are they subject to particularly repressive regulation 
but they must compete against other forms of trans- 
portation which are regulated to only a compara- 
tively limited extent. Furthermore, some of the com- 
peting systems—airlines, for example, are partially 
subsidized by the government. Buses and trucks, too, 
run along highways provided for by public funds 
and for which they have no over-all responsibility 
though they naturally pay local taxes. In any event, 
it will be seen that the competitive handicaps operate 
to the disadvantage of the railway systems. 

The problem, of course, is how to bring the com- 
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peting systems under a uniform standard of regu- 
lation which will permit each to operate efficiently 
and profitably. To bring about some degree of parity 
petween the systems also means that favored treat- 
| ment to one system against another must be subject 
to revision. An example of competition against 
growing odds is the Post Office’s decision to route 
more mail over the airlines, though a reduction in 
the volume of mail carried means higher costs for 
the roads. 
' Under these conditions and, in addition, at times 
faced with lower traffic as a result of any prevailing 
unfavorable business conditions, it is not surprising 
that the roads have been able to earn a compara- 
tively small return on their investment over the 
years. This has amounted to a post-war average of 
only about 334% on their investment. In 1954, a 
recessionary year for the carriers, the return was 
3.5%. It must be borne in mind that a much smaller 
return is being earned by individual roads, the 
average being raised by those roads in Class I 
which have been in a specially advantageous posi- 
tion in respect to territory traversed and other 
individual characteristics. Many roads not so for- 
tunate still earn only a nominal amount on their 
investment. 











Increased Efficiency 


Despite this comparatively unfavorable back- 
r ground, the roads in order to maintain a high degree 
| of operating efficiency, have ploughed back into their 
property close to $10 billion since the end of World 
War II. But, to a large extent, this was at the ex- 
pense of dividends that could otherwise have been 
paid to stockholders as a very substantial part of 
the limited earnings were segregated for the needed 
capital expenditures. To supplement funds for such 
expenditures, the roads were also compelled to draw 
on any internal funds available. Outside of direct 
equipment obligations—equipment notes) however, 
the roads have been unable to tap the nation’s finan- 
cial resources through security financing, as they 
would otherwise have been able to do had their rate 
of return on their investment been more substantial. 

In the face of these handicaps, the railway com- 
panies have maintained a remarkable record of op- 
erating efficiency in the post-war period. All leading 
data on operating conditions indicate this statement 
to be true. 

The effect of competition to the railways in addi- 
tion, of course, to those higher costs which have not 
been fully compensated for by higher rates, is wit- 
nessed in the fact that their total net income (ad- 
justed to 1925-29 dollars) is to-day actually very 
much lower than 30 years ago. In 1925, it was $695 
million (adjusted) compared with last year’s total 
of $394 million. Of the major industries, this is the 
only one that is actually earning less than a genera- 
tion ago. 

To a very great extent this has been due to the 
competitive advantage of other types of carriers 
which (a) do not carry the same burden of excessive 
regulation and (b) are beneficiaries of federal aid, 
in one form or another. It must be considered, in this 
connection, that the railways do not have federal 
support. 

, Domestic water transportation has been im- 
mensely aided by some $8 billion in federal expendi- 
tures on rivers and harbors, flood control and re- 
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lated waterway projects. Manufacturing concerns 
located along these waterways are thus enabled to 
gain cheaper transportation (through the aid .of 
federal financing) than less favorably situated com- 
panies. Obviously, it is difficult for the railways to 
compete profitably in such areas and under such 
conditions. While cheaper transportation is desired 
for all segments of the population, when one type of 
transportation is advantaged against another 
through federal intervention, a strong blow obvi- 
ously has been struck at private enterprise. 

A very large part of the cost of airway facilities 
are borne by the federal government. For example, 
the Civil Aeronautics Administration is in process 
of modernizing existing airway systems at.an esti- 
mated total cost in excess of $1.1 billion. In addi- 
tion, the government has spent some $650 million 
on installation of the domestic airways system, in- 
cluding maintenance and operation. It is stated that 
the annual expenditures for these purposes are now 
well in excess of $70 million. Furthermore, the gov- 
ernment has embarked on an aid-airport program for 
financing and construction of airport facilities with 
annual appropriations of over $100 million. The 
total cost of this project will be in excess of $500 
million. 

These figures are cited to indicate the extent of 
federal aid to transportation systems which com- 
pete with the railroads. It would be absurd to sug- 
gest, of course, that these facilities should not be 
constructed as they are obviously needed in the na- 
tional interest. It is clear, however, that the sum 
total of federal aid to non-rail transportation sys- 
tems is an important factor in the growing competi- 
tive disadvantage under which the railroads have 
been operating and continue to operate. 

We have already alluded to increased diversion of 
mail away from the railroads to the airlines. But, in 
addition to this factor, the general air mail subsidy 
must also be considered with reference to its im- 
pact on railway revenues. 

One other aspect of the railway transportation 
problem that is highly important must be men- 
tioned. That is the fact that trucks, buses and autos 
derive a great competitive advantage over the rail- 
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Railway Net Income 
CLASS 1 ROADS (1925-54) 
(Round Figures) 
Net railway Miscel- Fixed and 
operating Other laneous contingent Net 
income income deductions charges income 
Year (Millions) (Millions) (Millions) (Millions) (Millions) 
1 2 3 4 5 
1925 $1,121 $268 $23 $664 $700 
1926 1,213 297 22 679 809 
1927 1,068 311 20 686 672 
1928 1,172 320 23 682 786 
1929 1,251 359 22 692 896 
Avg. 1925-1929 1,165 311 22 681 773 
1930 868 358 20 683 523 
1931 525 305 24 672 134 
1932 326 224 24 666 Def. 139 
1933 474 211 13 677 Def. 5 
1934 462 203 17 665 Def. 16 
1935 499 187 19 660 7 
1936 667 184 21 666 164 
1937 590 174 25 641 98 
1938 372 155 24 627 Def. 123 
1939 588 161 25 631 93 
1940 682 169 27 634 188 
1941 998 176 38 637 499 
| 1942 1,484 182 48 716 901 
1943 1,359 201 41 646 873 
1944 1,106 211 41 609 667 
1945 852 205 38 568 450 
1946 620 209 34 508 287 
}| 1947 780 229 45 485 478 
1948 1,002 235 64 474 698 
1949 686 254 40 462 438 
1950 1,039 265 47 474 783 
1951 942 273 57 465 693 
I} 1952 1078 288 51 490 825 
1953 1,109 278 «6' (62 452 872 
1954 874 2791 591 4451 666 
1_Partially estimated. 





























roads on account of the enormous sums spent on 
highway facilities. These facilities are largely 
financed through public agencies but the railroads 
must provide their own financing. In a more care- 
fully worked out transportation plan of regulation, 
these inequalities would be ironed out, without ad- 
versely affecting any of the transportation systems. 
It is believed that the regularization of this condi- 
tion, which is extremely uneven in its effects on the 
various components of the national transportation 
system, has the support of the President and like- 
minded members of his Administration and Congress. 

The chronic disability to the railroads, which is 
the result directly of inequitable federal regulation, 
has had a serious effect on their ability to finance 
capital improvements to the degree required by a 
dynamic economy. Under more favorable regulation, 
it is estimated that the roads could spend $1,600 
million annually for capital improvement for a num- 
ber of years ahead, in addition to some $400 million 
annually to replace obsolete and worn-out equipment. 
Over the next ten years, it is estimated, some $20 
billion could be spent by the roads for these purposes. 


Steps Needed to Liberalize Railway Regulation 


In a subject as vast as railway regulation by the 
federal government, it is not possible within the 
brief confines of this article to specify each detail 
of the steps needed to free the roads from over-bur- 
densome control. However, a few illustrations can 
be cited, where improvement is badly needed: 

1) To eliminate Interstate Commerce Commis- 
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sion administrative practices which prevent rate jp. 
creases from keeping up with rising costs. The tin 
lag here is often excessive with the result that raj). 
ways face heavy losses between the time costs ri 
(especially wages) and the time they are grante 
compensatory rate increases, which, too often, ar 
only partly compensatory. 

2) To permit management to have more of a sa; 
in rate-making, particularly on a regional or loca 
basis where special conditions require immediate 
adjustment in rates. If management were given the 
responsibility of making limited rate adjustment 
where needed to provide effective service it is doubt. 
ful that this unaccustomed privilege would be 
abused. This could entail the possibility of lower 
as well as higher rates to affect a better competi. 
tive position, as compared with other modes of trans. 
portation. Present regulation does not permit this, 

3) To provide greater freedom in abandoning un. 
economic routes and services by limiting the power 
of States to establish restrictions. In a surprising 
number of instances, U. S. railways are compelled 
to maintain routes where, owing to changes in loca- 
tion of industry and population, service is no longer 
required except by a handful of individuals. Never- 
theless, the roads are compelled to keep these serv- 
ices in operation at a considerable loss. 

Other details of proposed changes in railway 
regulation are perhaps too technical for discussion 
here but in general these may be summed up as 
follows: 

1) Adoption of the same regulatory laws as apply- 
ing to all for-hire carriers. 

2) Enhancement of freedom of action by rail- 
way management with respect to passenger service 
deficits. 

3) Permission to use other forms of transporta- 
tion. This would permit the railways to go into the 
airservice and trucking business in areas where this 
would be in the public interest. 

4) Permission to merge. Under present I.C.C. 
provisions, the merger of railway systems is almost 
impossible. Under a liberalized scheme of regulation, 
roads could consolidate and thus increase efficiency 
of operations and lower costs. This would enable 
management to deal with operational problems as 
freely and as profitably as managements of indus- 
trial and business companies. 


Revision of Federal Aid 


Most important from the railroad viewpoint is the 
need to revise the entire system of federal aid to 
transportation modes that compete with the rail- 
ways. This means that public aid for any medium 
of transportation shall not be granted unless it is 
first proved that this will be done only with reference 
to the effects on the nation’s transportation, as a 
whole, and not for the exclusive benefit of a particu- 
lar transportation mode. Of equal importance is the 
proposal that wherever facilities are provided at 
public expense, the transportation user shall be 
charged the true costs of its own services. This 
means that the non-railway segments of transpor- 
tation could no longer enjoy the use of public facili- 
ties without paying a just share of the cost. Obvi- 
ously, this would place the railroads in a better com- 
petitive position than at present. 

There are many other avenues for ameliorization 
of many basic railway problems. For example, the 
federal government, as the largest user of trans- 
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rtation service in the United States (it spends 
almost $1 billion a year for domestic services) is in 
an extremely potent position to affect railroad op- 
erations since one of its agencies, the Interstate 
Commerce Commission, regulates the conditions 
under which these services are procured. Obviously, 
under these conditions, the cards may be heavily 
stacked against the railroads as preference can be 
and is given to competing systems which benefit 
from one form of federal subsidy or another. Since 
these competing systems can operate at compara- 
tively lower rates, due to federal aid, this places 
the roads at a manifest disadvantage. For example, 
in the movement of military personnel, there has 
been a large-scale diversion from use of railway 
facilities to air contract operators, using aircraft 
acquired under lease from the Air Force at low rates. 
With respect to taxes, there is also room for im- 
provement. Excise taxes which are paid by passen- 
ger users of all forms of transportation neverthe- 
less seem to bear down more heavily on the rail- 
ways. Also, it has been urged, in the language of an 
Association of American Railroads’ brief to the 
Working Group of the President’s Cabinet Com- 
mittee that “legislation be enacted to provide for a 
maximum estimated useful life of 20 years for 
determination of depreciation rates for depreciable 
railroad assets, and providing for application of the 
tax benefit rule to depreciation deductions.” Un- 
doubtedly, if this basis of estimating depreciation 
were adopted, it would greatly facilitate financing 
of capital improvements. This is one of the illus- 
trations of how a repressive system of regulation 
hampers a major industry in its development. It 
may not be extreme to assert, that had more liberal 
provisions generally been embodied in railroad legis- 
lation of the past, the roads would have been able 
to borrow at least $5 billion in the postwar period 
for capital improvements, a sum which, in addition 
to the $10 billion financed from their own resources, 
would have been of greatest importance to suppliers 
of equipment to the railroads. Had the credit of the 
roads been higher, for example, it is probable that 
last year would have been a much better year for the 
railway equipment manufacturers than was the case. 
The future prosperity of the railroads is un- 
doubtedly largely dependent not only on the growth 

of the American economy and the rate 

at which railway operational im- 

provement is established but, even 
| 


of common stock would prove feas- 
ible. But, the raising of railroad 
credit depends on whether or not 
existing railway legislation is 
amended in favor of more control 
by the roads and less by the Federal 
agency in charge. 

The subject is of the greatest 
importance, for if the roads are to 
place themselves in a stronger com- 
petitive position, it will be neces- 
sary for them to get into non-rail- 
way types of transportation, such 
as airlines, for passenger traffic 
and freight; and freight trucks and 
passenger buses, with which to sup- 
plement their regular business. 
Under the most favorable condi- 
tions, it is not impossible to envis- 
age a set-up to include all forms of transportation 
which would create giant individual systems, paral- 
leling some of our huge industrial companies. 

Finally, it might be said that a true liberalization 
of the regulation of railroads by the federal govern- 
ment would unleash long dormant forces within the 
railway systems themselves. Under existing condi- 
tions, the freedom of railway managements to make 
radical changes for the better on a broad scale is 
quite limited. But as long as they must operate ac- 
cording to statutes which hold their companies to be 
operating as monopolies they are unable to function 
except as bureaucrats, instead of as modern busi- 
ness executives. 

Capital improvement programs have thus far been 
mainly limited to necessary operational equipment 
but only a glance is needed at the obsolete railway 
stations in almost every community in the United 
States to suggest what remains to be done. 

So far as the security holder is concerned, he un- 
doubtedly has reason to feel some assurance from 
the recent rise in the value of many railway shares 
but this is rather the reflection of a current condition 
of improvement in business rather than of a funda- 
mentally important change such as would be implied 
by a complete overhauling of the obsolete system of 
regulation in force. —END 
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more important from the long-run 

point of view, it is dependent on ade- °€* $M’ 
quate liberalization of the present 
system of federal railway regulation. 
If this can be accomplished, the at- 
titude of the investment community, 
especially the large institutional in- 
vestors, towards railroad securities 
will become much more favorable. At 
present, the major form of new in- 
vestment is via equipment notes but, 
with the more repressive forms of 
regulation ended, there is little doubt 
but that sound long-term bonds could 
be issued with which to finance 
capital improvements on a far great- 
er scale than has been possible in the 
past quarter of a century. And, in 
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the case of the more soundly placed 
roads, new financing through issue 
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Income tax deferrals arising from amortization of defense projects 
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(Editor’s Note: As we go to press, the politically- 
inspired $20 income tax cut for everybody is meet- 
ing stern opposition but those legislators in favor 
of the cut may still be able to pull a rabbit out of the 
hat and force some sort of a compromise on the deal. 
Senator Lyndon Johnson has cooked up such a plan. 
In view of the enormous implications of a tax cut 
at this particular time, it is essential for all citizens, 
businessmen and investors to have a clear under- 
standing of the actual facts of our national fiscal life. 
We believe the accompanying analysis performs a 
real service in this respect.) 


Wren President Eisenhower labeled the dem- 
ocrat-inspired proposal to cut income taxes as “some 
kind of height of fiscal irresponsibility,” he was not 
indulging in the rhetoric of partisan political attack. 

An examination of the surrounding circumstances 
including the facts of national fiscal life, the coun- 
try’s debt position—and not forgetting the partisan 
motivation — shows that the President’s term was 
more descriptive than condemnatory. 

As of March 1 we had a dollar worth 52.1 cents 
(1926 — 100) and were moving toward a balanced 
budget. Last year the dollar was worth 50 cents as 
the budget deficit was around $2 billion higher than 
now. There is a direct relationship between budget 
deficits and the value of the dollar; when the former 
is high, the dollar moves downward, when the deficit 
is low, the dollar buys more. 

The politically-inspired $20 slash for everyone, 
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Playing Politics With 
Value of the Dollar 


By McLELLAN SMITH 


effective next Jan. 1, would have meant that receipts 
would be slashed by $2.4 billion in a single year, 
about $800 million of which would be clipped from 
fiscal 1956 receipts. Further, it would have removed 
around five million individuals from the Federal in- 
come tax rolls, making them parasites except for 
their payments of excise levies and indirect taxpay- 
ments through their purchases of goods and services 
from taxpaying industries — all of which include 
their Federal taxes in the prices of those goods or 
services. 

Wisely, President Eisenhower has proposed no fur- 
ther tax cuts until they can be justified by reduc- 
tions in spending and increased revenue derived 
from the Nation’s economic growth. This economic 
growth seems reasonably assured, although not at 
the rate many economists deem necessary. Reduc- 
tions in spending appear to be remote as Congress 
prepares to hike the cost of the Federal civilian pay- 
roll, give substantial pay boosts to the Armed Forces, 
and is confronted with a not-so-cold war in Asia 
which may flare up to white heat at any moment. 


Threat in Premature Tax Cut 


The politically-inspired tax slash is in direct oppo- 
sition to the Administration’s successful efforts of 
the past two years to reduce deficit financing in an 
approach to a balanced budget. Such cuts impose a 
direct threat to the welfare of everyone—rich and 
poor alike. It could only bring about inflation, an evil 
which has left a trail of wrecked nations in the pages 
of History. 

In brief, the cut would be nothing more than the 
individual lending to himself. And, in making the 
loan to himself, he would become responsible for 
principal and interest. For example, for every $20 
the taxpayer does not pay into the Treasury, the 
Government would have to borrow a like amount. 
This would cause a further imbalance of the budget 
and hike the public debt. When the public debt 
mounts and the budget gets further “out of kilter,” 
the value of the dollar moves downward, the cost 
of living moves up. We have inflation. Thus, the $20 
slash would hurt those who can least afford it. In- 
flation hits the “little people” much harder than it 
hits the rich. 

Let’s take a brief look at what budget deficits do 
to the value of the dollar. The estimated budget 
deficit for fiscal 1955, which ends next June 30, is 
$4.5 billion. As the current fiscal year opened, the 
dollar had a purchasing power slightly in excess of 
50 cents (1926 = 100). As the year wore along, the 
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dollar inched up. When the fiscal 1956 budget went 
to Congress last January, the dollar had moved close 
to 51 cents. When it was fully understood that the 
estimated deficit for fiscal 1956 was $2.5 billion, an 
almost 50 per cent decline from the current year, 
the dollar moved up to 52.1 cents as of March 1. 

Reverse the situation, that is, through a premature 
tax cut, bring about a larger budget deficit, and the 
dollar will start cellarward again. And any ill-ad- 
vised cut could very well bring the 1956 budget 
deficit up by several billions more and project a 1957 
budget deficit quite out of hand. 

Here’s how it could happen. 

A $20 slash—or its equivalent—would deprive the 
Treasury of $2.3 billion in a single year, $800 million 
of which would be whittled from fiscal 1956 revenue. 
The Armed Forces are slated for $750 million in pay 
hikes beginning July 1. Half the impact of this will 
be on fiscal 1956 disbursements. Congress now pro- 
poses to raise the civilian payrolls by approximately 
$900 million annually, half of which would be charge- 
able to fiscal 1956. Add the three items — tax cut, 
Armed Forces pay increases, and increased civilian 
payroll—they come to $1.625 billion, swelling the 
1956 budget deficit from $2.4 billion to slightly more 
than $4 billion. 


More Dollar Depreciation? 


There is no absolutely accurate way to project fis- 
cal 1957, first full year in which the Treasury would 
feel the total impact of new cuts. However, with fis- 
cal 1956 as a base, and assuming that revenues in 
1957 will be approximately at fiscal 1956 levels, we 
see an even greater budget deficit, a larger public 
debt and more inflation, a further depreciated dollar. 

Still using fiscal 1956 and its $2.4 budget deficit 
as a base, and assuming that fiscal 1957 revenues 
are at the fiscal 1956 level we find as follows: 

Revenue lost through $20 slash  $2.300 billion 

Increased civilian payroll .900 billion 

Increased Armed Forces pay -750 billion 

$3.950 billion 
budget deficit. 

To be remembered, Congress is months away from 
the end of the current session. It is considering in- 
creased appropriations for highways, for educational 
facilities, for public works projects. Next year is an 
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election year. All of these may be hiked—highways, 
education, public works. The hikes will be politically 
motivated, but their effect on the budget imbalance 
will be just as bad if they were spiritually inspired. 
These three may tot up to another $400 million—not 
tabulated or accounted for here. 

Why is the proposed $20 cut—or any cut like it— 
contrary to the public interest? 

The answer is not too complicated. The cut would 
reverse the successful trend of the Administration 
during the last two years in reducing deficits and 
working toward a balanced budget. The 1953 fiscal 
deficit was nearly $9.5 billion, while the projected 
deficit for fiscal 1954 inched close to $10 billion. 


Administrative Tax Cuts 


Planned spending for fiscal 1954 was slashed by 
more than $10 billion, reducing the 1954 deficit by 
$6 billion. This moved two-thirds of the way toward 
a balanced budget. Hard on the heels of this accom- 
plishment, the Administration, with the help of 
Congress, cut taxes by $7.4 billion. The Administra- 
tion envisages other tax cuts, but only at such times 
as it can see them justified by lowered spending and 
increased revenue from an economic growth which 
would broaden the tax base. 

In his last State of the Union Message, President 
Eisenhower said, “I am hopeful that such tax reduc- 
tions can be made next year,” but only if the eco- 
nomic growth of the nation and spending cuts jus- 
tified such reduction. Cuts at the present time, with- 
out indication of where substitute revenue will come 
from—except through borrowing—are nothing more 
than irresponsible gestures, patently designed to 
have its effect at the 1956 ballot box. 

Here are some of the fiscal facts of life and of 
the present Administration: 

Last year’s $7.4 billion tax cut helped the “little 
people” more than it helped those in the higher 
brackets. In brief, the cut amounted to around 10 
per cent for the small taxpayer, around two per cent 
for the wealthy. There was a $1 billion cut in excise 
levies on goods in everyday use, and the so-called 
“little people” reaped most of the advantage. 


When Tax Cuts are Constructive 


The tax slashes of a (Please turn to page 804) 
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om of the most important guides to the turing rose from $22.5 billion to $25.4 billion by the 
trend of corporate earnings is the rate of increase end of December (latest available figure). Judged 
or decrease in company backlogs. Taken in relation by general reports from industry, new orders in 
to the trend of sales, it is possible from the trend January and February have also increased so that 
in backlogs to estimate the future trend of earnings. the total new order figure should now be close to 
While this, of course, cannot be entirely accurate $26 billion, which would make it the highest in 
it is at least suggestive as to future conditions with history. | 
respect to volume of operations. At the same time that new orders are increasing, A 
When backlogs are static or decreasing, which sales also are in an uptrend. Thus, manufacturing A 
happens when new orders are at a lower rate than sales rose from $23.4 billion last August to $24.9 A 
sales, profits are bound to be affected though the billion in December. There should have been a : 
decline may be offset to some degree, and even sub- further rise in the first two months of this year. F 
stantially, by such factors as lower taxes and lower Since both sales and new orders are now increas- f 
expenses. When backlogs increase because the vol- ing, the volume of company backlogs should also be 
ume of new orders exceed the volume of sales, it is increasing though at a somewhat slower rate than 
obvious the rate of operations will be fully main- new orders in view of the rise in sales. Since most ) 
tained, and even increased. companies do not publish interim reports on such | 
From a study of recent company reports, it is conditions, actual statistical evidence on the coming | 
indicated that backlogs, on the whole, have been changes in company backlogs will not be available | 
declining. This has been due in many cases to for some time so that estimates are necessarily con- 
shrinkage in government orders which have been in jectural. Still, the general conclusion would be that 
train for a year in some industries. It has also been while most company backlogs shrank to varying 
due to the filling of older contracts without replace- degrees in 1954, they are now increasing but the 
ment. extent to which this is true cannot be definitely 
However, judged by over-all data on incoming ascertained. It may be on the order of 20% gain, 
orders, it seems that the present figures on company however. 
backlogs have not yet given effect to the recent In the following, we present a brief summary of 
change for the better in new orders. Thus, since changes in company backlogs of some representative 3 
August of last year, new orders for all manufac- companies, together with the reasons for these 
754 THE MAGAZINE OF WALL STREET 






























— wa FF oe fae 











developments. We also append a fuller account of 
these changes in the accompanying table. 





Backlogs in Aircraft Companies 


Considering the necessity for our Government to 
continue to strengthen its air arm under the duress 
of tension between the free world and the com- 
munists, it is not surprising that order backlogs 
of leading aircraft builders should hold at a high 
level. At 1954 year-end, Boeing’s backlog totaled 
$2,131 million. This was more than two times that 
year’s sales amounting to $1,033 million. Net earn- 
ings of $36.9 million were equal to $11.39 a share, 
compared with $6.26 a share in the previous year, 
after giving effect to the 1954 stock split. Boeing, last 
year, received several substantial government orders, 
including one for B-52 long-range bombers and 
another for KC-135 tankers, involving a total of 
approximately $546 million, and appears in line 
to receive an additional $460 million in business 
covering KC-135 planes for delivery over the next 
several years. In all probability this business will 
be further supplemented by new orders for B-52 
eight-jet intercontinental and B-47 six-jet medium 
bomber. Boeing’s 1955 sales should equal and prob- 
ably surpass 1954 volume, and with continued gain 
in profit margin through increased operating effi- 
ciency, it appears conservative to look for 1955 
earnings to surpass the 1954 figure. 


North American Aviation closed its 1954 fiscal 
last September with net sales of $645.8 million. This 
volume was about 50% of the total of firm orders 
of $1.2 billion now on the books, with about $600 
million in additional business under negotiation. 
The firm order backlog is sufficient to maintain 
deliveries at last year’s level through 1955 and next. 





Additional contracts in process, if and when defi- 
nitely entered, will extend the current level of opera- 
tions well into 1957. Earnings last year, equal to 
$6.46 a share, were aided by the company’s ability 
to increase the ratio of net to dollar sales, reflecting 
better control of operating costs. Possible further 
improvement in this direction and stepped-up pro- 
duction during the current year, would indicate 
further gain in net earnings. 


Douglas Aircraft’s backlog at end of November, 
1954, of $2,035 million was equal to more than twice 
1954 fiscal year’s net sales of $915 million. Although 
firm orders on the books were down from $2,114 
million a year ago, current volume is sufficient to 
keep output up to last year’s level into 1957, with- 
out taking into consideration the considerable vol- 
ume of new military and commercial] business in 
process of negotiation. Douglas closed its 1954 fiscal 
year with record high net earnings of $36.1 million, 
equal to $9.80 a share, after adjusting to the 3-for-2 
stock split effective last February 2. Indications 
point to increased 1955 output with net earnings 
showing at least a moderate gain over last year’s 
record high results. 


Backlogs in Other Industries 


The consistency of the aircraft industry’s current 
unfilled order backlog as compared with 1954 is not 
duplicated by manufacturers in other fields. Several 
factors had an effect upon reducing backlogs from 
the high levels of previous years. One of these was 
the government’s recasting of its needs for military 
hardware, the effect of which is sharply illustrated 
by the decline in General Motors’ unfilled defense 
business from $3.3 billion at the beginning of 1953, 
to $1.1 billion at the start of 1955. The latter sum, 
while still substantial, (Please turn to page 786) 



































Order Backlog Trends for 21 Companies 
1953-__—__ —- —-_]954-__—_ 
———1953 - - -1954————_ Earnings Div. Earnings Div. 

Backlog Sales Backlog Sales Per Per Per Per Price Range Recent Div. 

(millions) Share Share Share Share 1953-55 Price Yield? 

American Mach. & Metals $13.5 $ 32.1 $ 87 $ $4.08 $1.60  $4.254 $2.10 33-1534 32 6.5% 
American Steel Foundries 27.0 149.6 12.5 89.0 5.34 3.00 3.05 2.50 40 -25% 31 8.0 
Avco Mfg. .......... 270.0! 428.3 200.0! 375.4 .34 .30 .37 10 834- 412 a 1.4 
Babcock & Wilcox 187.7 305.7 129.4 250.4 7.75 2.002 9.31 2.00- 91 -3534 89 2.0 
Bath Iron Works ° F 86.8 37.8 7 3.57 1.50 5.51 2.00 5158-1834 46 4.3 
Beech Aircraft .................. ee 79.0 140.4 80.0 78.0 (d)3.87 aoa 5.64 1.25 29%- 9 28 4.4 
Bendix Aviation : 686.0 638.5 497.0 607.7 4.10 1.50 5.61 2.002 5834-25 58 3.5 
Black & Decker .... cate 3.7 35.6 1.6 35.1 6.49 2.00- 6.66 2.00" 61 -315 58 3.5 
Boeing Airplane ... aa 2.357.0 918.2 2.131.0 1.033.0 6.26 1.75 11.39 3.00 8812-18% 87 3.4 
Bullard Co. ..... 34.4 64.6 11.6 50.1 6.59 3.00 6.61 4.002 5158-15% 40 10.0 
Carrier Corp. . ‘ 45.1 163.9 39.8 149.9: 4.433 1.85 4.90° 2.00 6434-3412 63 3.1 
Cinn. Milling Mach. 83.5 150.5 40.0 12.77 4.00 10.74 4.00 8414-3534 68 5.8 
Curtis-Wright . : FIV 478.7 750.0 475.0 1.36 .60 2.50 1.00 23V4- 734 22 4.5 
Douglas Aircraft 2.214.0 874.5 2.035.0 915.2 5.14 2.16 9.80 4.35 8634-20 84 5.1 
Dresser Industries : 42.0 128.8 29.0 130.2 3.80 1.60 5.53 1.80 45a-171s 43 4.1 
Foster Wheeler 145.8 155.3 93.8 138.5 5.05 6.16 70 4134-14% 38 1.9 
General Dynamics (N.A.) 206.6 1.000.0 600+ 3.50 1.12% 4.124 1.624% 65%-15'2 54 3.0 
General Motors 2.200.0 10.207.9 1.100.0! 9.823.5 6.69 4.00 9.06 5.00 10734-535 96 5.2 
Mesta Machine ....... 38.7 48.4 29.6 3.50 2.50 5.38 2.50 4634-28 46 5.4 
North Amer. Aviation 958.0 634.6 1.200.0 645.8 3.72 75 6.46 2.75 6318-1558 59 46 
Rohr Aircraft 150.0 63.0 119.0 101.6 1.70 1.00 3.90 1.002 35 - 7% 31 3.2 

(d)—Deficit. 1_Defense orders. 
t—Based on 1954 dividend. 2—Plus stock. 
(N.A.)—Not available. 3—12 mos. ended January 31. 
4—Estimated. 
= 
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DEFEAT of the Administration’s foreign trade plan is 
possible, in spite of the fact that it weathered House 
assault and seems to be leading in Senate support. It 
must be remembered that the reciprocal trade treaty 
phase is the keystone but not the whole structure of 





WASHINGTON SEES: 


There is food for thought in democratic party 
antics in Congress, recent and prospective, and 
the inquiry is suggested: Are the democrats deter- 
mined, for political purposes, to widen the spread 
between Treasury income and outgo, then seek 
to lay the blame to the Eisenhower Administration? 

When politics displaces economics as the base 
for tax policy, the arguments are all against the 
advocates of sound money and sane fiscal house- 
keeping. Statistics are not good fare for mass 
feeding; but it requires no mental straining to 
understand what appears to be a $20 rebate on 
each individual’s tax bill. Any one can see the 
happy effect of liquor at $1 a gallon less than 
now, cigarettes 10 per cent cheaper than at pres- 
ent, etc. These things make good talking points 
to the voter who thinks only in terms of a govern- 
ment existing without his $20 payment or a high 
retail duty on his cigarettes and liquor. To argue 
the danger of inflation is too often waste effort. 
So the tax-cutter comes out ahead. 

And the democrats have seized upon another 
sure-fire issue: Don’t invite national disaster by 
cutting military costs now! This has been a con- 
tinuing campaign; its purpose is to discredit Ike’s 
professional views and play to the natural fears 
of the common man who relates military safety 
directly to the number of dollars spent for it. The 
President's $34 billion budget seems certain to be 
upped. And the added costs will be assessed 
against the Administration, democrats believe, and 
hope. 











By “VERITAS” 


the program, and anybody paying more than casual 
attention to happenings of the past month must be 
convinced there is a strong protectionist tide run- 
ning. The trade mi system is of New Deal origin, 
and it came to the House under a republican Presi- 
dent’s sponsorship. But the phalanx of free-tradeism 
broke apart. 


IMPROVEMENT of our import-export position, plus 
trade-not-aid advancement, support the White House 
notions on trade. It was not merely a hope to pre- 
serve the status quo; if it were the trade treaty bill, 
alone, might suffice. But tied into the general plan, 
and all down the line in peril, are: customs simpli- 
fication act, increased duty-free allowance on mer- 
chandise carried by returning American tourists, 
special tax benefits for American corporations mak- 
ing overseas investments, and the yet-to-be-unfolded 
findings of the General Agreements on Tariffs and 
Trade, certain to be peppered. 


PREDICTION had been that General Eisenhower 
would have a friendly congress on foreign legislative 
matters, would find all his troubles on the domestic 
scene. The situation now confronting him combines 
both fronts of opposition. The south no longer is 
“free trade” to the core; it’s largely industrialized 
and wants protection. (It split almost evenly on a 
motion to recommit the trade bill, kill it.) Pennsyl- 
vania and West Virginia congressmen, in GOP ma- 
jority, went 4-to-1 against Ike as a “save the coal 
industry” issue. 


SOLUTION to the vexatious legislative and political 
puzzle which the Presidential aides must find has to 
begin with the textile and coal industries. Ike not 
only didn’t do well with the now mass-producing 
textile areas of the south and those of New Eng- 
land, but he has the coal mining people worried to 
the point that they’re threatening to carry the No- 
vember election revolt farther. The President had 
hoped foreign trade would cut aid. The new revolt 
can hardly be interpreted as other than a mandate 
to expanded aid. 
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The few who viewed the Miami talks on AFL-CIO 
merger as an interesting development in intra-labor 
relations but not necessarily one that will come to 
realization now point to comments by Teamster Chief 
Dave Beck as an example. Beck is as much a one-man power 
among the teamsters as Lewis is among the miners. And, 
like John L., Dave can effectively Stop the nation's 
economy if highway cargoes rest in stalled trucks and 
nothing moves to the railroad freight-sides or to the 
docks. Beck says of course it's not true that he is against 
the merger; in fact he has been outspokenly for it for 
years. However, there are some "but's." 
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His first reservations center about the 
"no-raiding" clause in the new agreement, coupled with the 
compulsory settlement of jurisdictional disputes. The 
merger planners have sidestepped that issue in the early 
drafts of a joiner program, but Beck has this note to sound: 
"My first concern is for the Brotherhood of Teamsters and its 1,500,000 members. 
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on Capitol Hill. The pattern is familiar. The January footwork and jockeying went on 
as expected, heavily charged with political electricity. In February the opposing 
parties began trying the defenses of their rivals, testing their own offense. The 
skirmishes were rather inconclusive except on the point that the "get along with the 
White House" promise made by the democrats was made of fragile stuff; and that was 
clearly established. Ike now must be guided by the February experience; he must hope 
for, but never be sure of, democratic votes. Had the tacit pact survived a few tests 
there might have been hope for a June 30 adjournment. Now it Seems certain that the 
congress will summer in Washington. 























Early in the year there was strong talk of drastic changes in labor legisla- 
tion. Taft-Hartley Act amendments and a broadened wage-hour act stacked up as attain- 
able objectives. Now it seems that the labor-management code can be forgotten for at 
least one more year, legislatively. The White House had given early indications that 
it would propose an increase in minimum wage rates for "covered" workers to 90 cents-= 





an-hour level. Also it waS promised that expanded coverage -- retailing, service 
trades, and some agricultural workers -- would be sponsored. From the beginning it has 


been virtually conceded that a boost to at least 90 cents an hour would come. But on 
expanded coverage, now that was something else again. The White House now talks of 
"timing," which means poStponing. The President has good advice in this particular: 
his economic advisers say such a move would be inflationary in nature and almost 
impossible of administration. 


























Federal controls over wages, prices and materials remains a topic of Washing- 
ton conversation -- it's dormant but not dead. Within the Defense Mobilization Admin- 
istration offices and at the Pentagon the studies go on. Perhaps all government offices 
from the White House down would prefer to have stand-by legislation on the books but the 
practical objections still exist: A set of rules adopted now might have to be rewritten 
completely if not placed in very early use; a request at this time for stand-by control 
powers would be taken by the public to mean that changes in the Russian high command and 
the Formosan situation have pushed us to the brink of war. And there is general agree- 
ment that most, if not all, the controls placed in operation for the Korean situation 
were unnecessary in the light of the impact upon our productive capacity. 









































Few tears will be shed when the Foreign Operations Administration reaches its 
Statutory terminus June 30. There have been no signs of effort to reinstate the agency 
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even though the work is far from finished and the cleanup may take years. Capitol Hill 
favors making FOA's functions a part of the U.S. Department of Commerce. Numerous 

other matters having to do with foreign trade now repose there, and the department has 
the long record of experience that resides in permanent offices and seldom are compensated 
for by the energy and enthusiasm of a new setup. And the FOA chief, Harold Stassen, came 














to the job fresh from active politicking, bringing with him some of the animosities that f 





grow out of active, controversial existence. 





Congress is being courted in all directions, it appears, and even its decision 
to raise members' pay is being applauded. Could be that it's both seasonable and 
desirable to get along with the lawmakers; else, it might be asked, why would the White 
House and the labor unions contest for the privilege of saying the nicest things about 
the man on Capitol Hill? President Eisenhower may have smoothed a few ruffled feathers 
by his declaration in favor of four-year terms for house members. That would cut down 
the high costs of one election campaign in each term and might make possible other 
economies: free=handed donations to "causes" could be concentrated in the fourth year 
of a term of office. 



































Central theme of labor's approving messages on the congressional pay boost 




















one of them (AFL Machinists) "if they were members of our union it wouldn't take them 10 
years to get a raise." The unions aren't saying so with any degree of insistence, but 
they are hinting that $22,500 a year is enough to attract men to full-time service. 

The fact that such a happening would leave management men out of congress isn't mentioned, 
but that naturally is inmind. Cited as examples of men who might be attracted to the 
full-time job are "school teachers like Paul Douglas, and storekeepers like Hubert 
Humphrey." But, all in all, the Machinists say "this pay raise is going to be good for 
Congress and good for the country. It's one raise no one says we can't afford." 

















In the current state of delicate world problems, distant elections become 
of immediate interest and the recent balloting in Japan is a good illustration. State 
Department was pleased. It had been apprehended that the socialists might win, that 
the communists would make a threatening showing. Actually, friendly Shigeru Yoshida 
saw his membership cut from 180 to 112 in the 467-seat house, but the socialists fared 
worse, and the communists went down to defeat in 97 of their 99 election tries. Yoshida's 
position with respect to control had been somewhat fragile, but the splits which 
Shattered hopes by an anti-Yoshida forces puts him in the position of real influence. 
His forces, united with Hatoyama's coalition (186 seats) relegates the leftist 
extremists to the background. 
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experienced Yoshida rechecking the course in a navigator's role, the policy of con- 
Servatism inculcated by the latter is certain to remain. The new regime will lean less 
on Moscow, eschew the satellite role -- at least that's the State Department line of 
reasoning. That being the case, a stronger Japan will be the goal of Administration 
steps taken here. For one thing, there will be emphasis on the point that we should 
not attempt to govern the details of Jap trade. That translates into a caution to 
Capitol Hill that the economic requirements of Japan may very well require continued 
trade with communist-dominated nations. The more conservative viewpoint in the Capitol 
has been that aid, if not relations as a whole, should be adjusted in the light of any 
beneficiary country's insistence of carrying on Red trade. 



































Chairman Butler neither did himself nor his party any good when he dragged 
the First Lady into the political arena. The President, naturally, was annoyed by the 
Democratic Chairman's faux-pas but more important to the democratic party, many influ- 
ential leaders felt that a serious mistake had been made which would affect campaign 
hopes of their party. This sort of thing has been tried before but has generally 
Boomeranged. Most observers agree that the democratic chieftains need issues but this 
was no way to find one. 
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PART II By J. C. CLIFFORD 


I n recent months, low-priced stocks have 
shown an extraordinary degree of activity, a direct 
result of the markedly greater public speculation in 
stocks in evidence since the elections last November. 
Much of this speculation has been undiscriminating 
and the more inexperienced speculators apparently 
are ignoring the possibility that much of the profits 
built up in the poorer grade of low priced stocks can 
vanish swiftly should a major reaction develop in the 
general market. 

The extent to which low-priced stocks, as a group, 
have risen since the election is indicated by The 
Magazine of Wall Street’s index of 100 low-priced 
stocks which was then 262 but which has since risen 
steeply to 367 (mid-February), a gain of about 55%. 
During the same period, The Magazine of Wall 
Street’s index of 100 high-priced stocks rose only 
slightly less than 20%. Measured 


find himself holding for years issues which he does 
not want. 

Under these conditions, it is obvious that the 
greatest possible care should be taken in the selec- 
tion of low-priced stocks. In order to assist those of 
our readers who maye be interested in this category, 
we have made a comprehensive survey of all stocks 
listed on the N. Y. Stock Exchange which sell at $25 
a share or under. There are just over 400 of these 
issues, and, of this number, we eliminated about 
200 as possessing little general interest or about 
which there is insufficient information. The balance, 
consisting of 200 stocks, have been rated according 
to their individual position and prospects. The first 
100 appears in this issue and the balance in the fol- 
lowing. An explanation of the “ratings” will be 
found below and it should be used by readers in con- 
nection with their study of the 
tables and comments on the 








this way, it will be seen that from 





a percentage standpoint, gains in 
low - priced stocks, on average, 
have substantially exceeded gains 
in the higher-priced issues. 

Most of the activity in low- 
priced stocks has been in issues 
selling at under $10 a share, many 
of them selling at $5 a share or 
less. As we have pointed out many 
times in the past, speculation in 
these issues may pay off hand- 
somely on a percentage basis but 
the “joker” is that unless profits 
are accepted when available, they 
are likely to vanish at the first 
sign of a major market reaction 





Explanation of Rating 


A—Best of group from standpoint 
of past record in industry; 
financial position; earnings 
and dividend outlook. 

B — Uneven past record but recent 
improvement indicates possi- 
bility of a turn for the better. 
More speculative in quality 
than stocks in “A” but may 
be held pending further mar- 
ket recovery. 

C—Stock relatively unattractive 
on basis of past poor record. 


stocks. 

In our appraisal of the pros- 
pects for these stocks, we have 
subjected each to the test of in- 
herent earnings capacity and po- 
tentials, particularly from the 
viewpoint of whether the more 
immediate outlook justifies a fa- 
vorable rating. We have, however, 
in no way been concerned, in this 
appraisal, with short-term specu- 
lative objectives or the surface 
“technical position,” but specifi- 
cally with fundamentals such as: 
relative position in industry; out- 
look for industry; financial con- 

(Please turn to page 788) 














and, in that case, the investor may 
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200 Low-Priced Stocks — Section 





















Long 
Term 
Debt 
(Mil.) 


Capitalization 
Preferred Common Net 
Stock 
(Thous. 
of Shares) Shares) 


Estimated 
Earnings Div. 
Stock Working Per Per 
(Mil. of Capital Share Share Price Range 
(Mil.) 1954 1954 1954-55 


Recent 


Price Rating 





COMMENTS 








Davega Stores 





52 


3 $$ 27 7 - 4% 


6 


c 


High rents, rising wage costs and compe- 
tition from discount houses pose serious 
threat to earnings. 





Guantanamo Sugar 





4 29 At 6 - 4% 


Overproduciton of sugar in Cuba and high 
fixed costs restrict prospect for earnings 
improvement. 





Manati Sugar . 


y Be 


4 3.0 071 6%e- 334 


Although attempt has been made to diver- 
sify operations, sugar remains chief prod- 
uct, and outlook is drab. SR 





RKO Pictures 


3.9 15.8 8%- 27% 


With sale of assets to Howard Hughes, 
company holds cash estimated over $6 
a share, but payout seems uncertain. oe 





Pittsburgh Screw & Bolt 


1.4 7.3 40 .60 814- 63% 


Keen competition from numerous small 
producers and high transportation cost 
pose handicap on earnings. ea 





Republic Pictures 


5.2 


400 


1.8 7.0 .221 7- 3 


Production of films for growing TV mar- 
ket holds some promise, and old libraries 
could yield good profits. - 





Allegheny Corp. 


22.7 


4.6 9'2- 3% 


Increasing position in New York Central 
may work out advantageously. Capital 
hanges bolster 








Curtis Publishing 


654 


3.4 23.3 75 20 Ik- 658 


Rising publishing and distribution costs 
restrict margins, while TV competition 
hurts advertising rates. 





So. American Gold & Plat 


Low fixed price for gold, high dredging 
costs and disappointing yields restrict 
opportunities for growth. 





Madison Square Garden 


531 40 12%4- 7% 


Poor quality of sports attractions, account- 
ing for decline in income, and TV compe- 
tition are serious handicaps. 





Ronson Corp. 


1138- 67% 


Waning popularity of pocket lighters, 
Japanese competition and expiration of 
patents explain downtrend. 





Consolidated Textile 


5.0 


1.0 6.7 (d) .37 10. Th <7 


High wage costs in northern mills and 
difficulties of counteracting low margins 
account for low earnings. 





Grayson-Robinson Stores 


10.1 


43 


10%- 734 


Management problems and keen compe- 
tition in several new chain apparel outlets 
restricted earnings gains. 





Equitable Office Building 


13.5 


1434- 77% 


Modernization of building should enable 
management to raise rents in due course 
to offset higher costs. 





American Water Works 


143.0 


225 


a7 14.6 1.10 50 = 11%2- 9%2 


Well managed operator of private water 
companies, but growth possibilities appear 
limited. 





Publicker Industries 


43.0 


58 


3.0 63.7 2 11% 9% 


High excise taxes, contributing to aggres- 
sive bootlegging, pose serious threat for 
small distillers. 





General Baking 





84 


1.5 7.1 1.001 60 1158- 9% 


High distribution costs and keen compe- 
tition from local bakeries in suburban 
areas tend to harm margins. 





Wilson & Co. 


72 


210 


= | 21.3 1.031 12%4- 8 


Rising labor and distribution costs and 
consumer resistance to price increases on 
meat keep margins down. 





| Lehigh Coal & Navigation 


22.9 


a2 6.6 133¢- 


12 


Elimination of several high cost mining 
operations and better outlook for rail 
properties favorable. 





The Fair 


2.6 


4 6.5 90 50 7 - 


12 


Difficulty of competing with modern 
department stores poses a problem. Shop- 
ping centers taking customers. 





Spiegel Inc. 


83 


36.7 20 1358- 


Unsatisfactory results in chain merchan- 
dising handicapped mail order opera- 
tions; merger candidate. 





Waldorf System 


1.00 14 -11% 


Making slow progress in countering rising 
wage costs and competition from modern 
shopping centers. 





American Encaustic Tiling 


1.461 70 13%- 8 


Well managed small producer of house- 
hold tile likely to benefit from high rate 
of home building. 





American & Foreign Power 


204.0 


7.2 20.8 2.50 75 15%- 858 


in Latin America 
but earnings gains 


Political uncertainties 
difficult to estimate, 
likely to be slow. 








Brown & Bigelow 


5.9 


13 


17.3 1.00 1434-12% 


Leading manufacturer of calendars, small 
gift items, etc., widely used as premiums 
and advertising media. 











| 1_ Actual. 


2—Paid 5% stock. 
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di nancy 1 
200 Low-Priced Stocks — Section II (Continued ) 

os Capitalization Estimated 

Long Preferred Common Net Earnings Div. 

Term Stock Stock Working Per Per 

Debt (Thous. (Mil. of Capital Share Share Price Range Recent 

(Mil.) of Shares) Shares) = (Mil.) 1954 1954 1954-55 Price Rating COMMENTS 
aaa i Corp. 1.0 3.7 1.071 70 3142-11! 14 8B. Small independent maker of cola and 
npe- Nehi Corp $ $ $ ss other soft drinks. High distribution costs 
‘ious retard expansion plans. 
Tae Sun Chemical .... $ 22 19 a 11.3 1.431 Py 152- 82 14 8B Gradual diversification in lines other than 
high printing ink should aid progress despite 
ings strong competition. 
— United Engineering & Fdry. 7 2.4 14.5 1.10 90 15%4-11% 14 C Rising labor costs, high freight charges 
ver- and development of newer foundry 
rod- methods pose chief problems. 
as Libby, McNeill & Libby 35.9 100 3.6 46.6 1.151 .60 1634- 87% 15 B Major canner of vegetables and fruits 
hes, handicapped largely by competition from 
$6 small local units. May improve. 
1. 
a Philadelphia, Readg. C. & I. 05 1.4 15.3 (d)5.20! 1534- 7% #415 ®B Gradual closing or sale of high cost 
1all operations and eventual gasefication of 
Ost coal should aid recovery. 
= Roan Antelope ..... 1.4 35.9 10.2 1.22 15%- 734 15 B One of leading copper producers of Africa. 
ar- Uranium may expand output. Long range 
‘ies develop t promising 
= Cuban American Sugar 2 8.4 14.7 771 70 1612-113 15 C Well managed producer which fares best 
ral in wars and other emergencies. Little pros- 
tal pect for earnings gain. 
= Youngstown Steel Door 6 8.8 1.00 1.00 15%-11%2 15 8B Dependence on rail equipment builders 
sts accentuates cyclical swings in orders and 
on profitable output. 
— Reeves Bros. 4.5 1.1 14.3 1.011 1.05 1858-12% 15 B  Capably ged small independent pro- 
ng ducer of specialty textiles. Keen compe- 
ict tition chief handicap. 
= Crown Cork & Seal 23.8 275 1.2 34.4 1.00 45 174-11 15 B Keen competition from leading can pro- 
it~ ducers poses problem. Distribution costs 
e~ limit customer area. May improve. 
— Fajardo Sugar 3 4.1 1.241 1.122 1812-1334 16 Cc Political handicaps in Porto Rico intensify 
s, normal industry problems for this promi- 
of m nent sugar producer. 
= Falstaff Brewing ..... 8.0 1.9 7.2 1.65 1.00 1678-15 16 C Growing competition from national brew- 
d ers and rising freight costs handicap 
is profits of this concern. 
= Plough Inc. 4.0 5 4.7 1.30 60 18%4-1034 16 8B Promising growth shown by small inde- 
= pendent maker of proprietary drugs con- 
s centrating on southern market. 

Lane Bryant 1.3 20 7 7.6 2.00 1.002 17%-14% 17  ®B Capably managed specialty shop merchan- 
] diser meeting aggressive competition and 
> showing moderate growth. 
: Van Norman 3.4 4 9.4 871 1.00 1914-1138 17  B Moderate sized machine tool maker 
r usually affected by historical swings in 
orders. Logical merger candidate. 

Stokely Van Camp 13.5 491 1.1 31.7 2.121 70 =: 1912-12 17. B_ Handicaps in national distribution of 
canned goods and high cost of seasonal 
operations pose problem. Should improve. 

Thatcher Glass 4.3 114 a 4.1 2.091 1.00 1912-1358 18 B Aggressive management overcoming some 
of handicaps of keen competition and 
shift to other containers. 

Martin-Parry 4 6.3 841 70 =. 2208-134 18 B Keen competition in metal wall products 
appears to restrict growth potential. 
Merger candidate. 

Spaulding, A. G... 25 5 9.8 1.471 1.00 1912-1214 18 B Growing popularity of outdoors sports 
and increase in leisure time should help 
sustain sales uptrend. 

Morrell (John) 8.2 8 13.8 641 50 2034-1134 18 8B Vigorous competition of larger meat pack- 
ers tends to restrict sales and earnings. 
Could join merger. 

Twin City Rapid Transit 9.3 25 4 (d) .131 1.60 201-1334 18 C Pressure for higher wages and customer 
resistance to fare increases combine to 
restrict earnings outlook. 

Newport Industries ............ 4.5 32 6 8.1 .60 50 2036-12 19 B Competition from synthetic supplies ham- 
pers volume in naval stores, but outlook 
is reasonably satisfactory. 

U.S. Wobeecos-.:.5.-:-..cs-s0is.cs: 7.6 93 1.8 24.2 1.261 1.20 1912-167 19 B Slow growth prospect for snuff, of which 
company is major producer, chief handi- 
cap as investment. 

General Contract .................. 1.0 557 1.8 1.35 90 20%-15%2 19 8B _ Reasonably promising outlook for banks 
and finance affiliates. Suitable for long- 
term growth. 

Chicago, Ind. & Louis “A”... 22.1. ...... 5 2.4 2.233 1.25  1912-12% 19 C_ Limited mileage and competition from 
short-haul truckers hamper operations. 
Needs consolidation with large road. 

: (d)—Deficit. ° 2—Plus stock. 
1_Actual. 3—Partic. basis before funds. 
»' L— se nea a eacie RAT AP SEERA I 3219 
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200 Low-Priced Stocks — Section II (Continued ) 











——apitalization——— Estimated 
Long Preferred Common Net Earnings 
Term Stock Stock Working Per 
Debt (Thous. (Mil. of Capital Share 
(Mil.) of Shares) Shares) (Mil.) 1954 


Div. 
Per 
Share 
1954 


Price Range 
1954-55 


Recent 


Price Rating 


COMMENTS 





National Dept. Stores 


ee ares 7 


$203 $ .25 


$ 1.00 


20%4-12'% 


19 


Protracted Pittsburgh deliverymen’s strike 
proved severe handicap on this small 
merchandising chain. 





Chickasha Cotton Oil.......... 


Nira 2 3.6 


50 


22'2-11% 


19 


Red 


ion in sive i ies of vege- 
table oil and firming price trend should 
aid profit margins. 








Hercules Motor 


3 9.7 .25 


80 


2034-13% 


19 


Reduced volume of orders in defense, 
agricultural and truck outlets indicated 
to have handicapped earnings. 





Kayser (M.) 


11.2 (d) .641 


.25 


2514-1242 


Rising retail distribution costs and com- 
petition from unbranded apparel present 
difficult problem. 





National Distillers 


113.0 484 8.5 240.7 1.381 


1.00 


2034-121 


Progress in diversification in chemicals 
slow but should materialize. High excise 
taxes tend to restrict whiskey sales. 





Central Aguirre Sugar... 


1.651 


1.60 


21%-18 


20 


Moderate recovery from disappointing 
1954 results indicated if labor trouble 
can be avoided this year. 





Truax-Trear Coal 


4.2 123 1.1 9.9 1.951 


1.60 


20%-13 


20 


Recovery in industrial activity and firmer 
price trend in competing fuel should help 
restore earning power. 





Hussmann Refrigerator 


30 6 10.1 2.641 


1.10 


2134-1834 


20 


Vigorous trend toward wider use of re- 
frigerated show cases promises to spur 
long-term growth trend. 





Potomac Electric Power..... 


115.0 225 5.1 47 1.20 


2144-1634 


20 


Expansion of government activities and 
normal growth in company’s area near 
Washington should foster gains. 





r 


National Cylinder Gas.......... 


13.8 38 2.3 26.3 2.15 


24 -17% 


21 


Recovery in steel and metal working 
industries should aid sales of gas and 
improve 1955 earning power. 





General Cable 


ssi 232 Eg 17.4 2.25 


22 -10% 


21 


Continued large military requirements and 
extension of utility systems should spur 
sales of cable this year. 





Holly Sugar .... 


5.5 151 6 


1.05 


2734-14 


21 


Excessive domestic beet production and 
soft price tendencies in sugar likely to 
hold down earnings again. 





American Zinc, Lead & smelt 


10.3 2.191 


22%2-12% 


21 


Increasing demand for non-ferrous metals, 
reflecting drop in inventory excesses, 
should aid sales and profits. 





a ge Lo ie oe 


1.5 160 3 7.1 2.25 


2332-144 


21 


a e 





Pressure on 
tai i Pp Pp 
handicap volume this year. Can improve. 


ts to cure 
reba 


obie., 








Stanley-Warner 


er 22 


95 


2252-11% 


21 


Rising income expected to spur movie 
attendance. Cinerama affiliation may aid 
profits. Strong financial position. 





Florence Stove ..................... 


2642-1634 


Keen competition and difficult distribu- 
tion problems handicap profits. Lack 
diversification a factor. 





Arnold Constable 


| rer 3 3.3 1.90 


1.25 


22 -16 


21 


Growing petiti from subu re- 
tailers presents problem for N. Y. depart- 
ment store organizations. 








Chiiago & East Illinois... 


54.3 383 4 1.6 4.303 


75 


247-14 


22 


Construction of atomic energy plant near 
Paducah, boosting coal consumption, 
proves stimulant for traffic. 





Cone Mills . 


240 3.4 52.5 821 


2478-194 


22 


One of best small independent cotton 
goods producers. Excessive production and 


price P a Pp 








United Merchants & Mfrs... 


an |... 5.3 1.741 


2252-111 


22 


Rg 4 of ee | ty kK gi +} 9 to 
show up in wider margins. Increase in 
earnings indicated for June 30 year. 











Interlake fron 


1.75 


1.50 


2334-14% 


22 


Recovery in steel operations expected to 
boost demand for pig iron, in which 
company is largest independent. 





Chbere GOI. «........0000.<.00055. 


52.0 100 3.3 1.50 


-80 


27%-18'2 


22 


Progress in development of added natural 
gas reserves and uptrend in rates should 
boost 1955 earnings. 





Lorriflard (P.) Co................... 


51.7 98 2.8 110.8 2.25 


2.30 


26%4-21% 


High promotional expenses to keep up 
with intense iti trims gi 


More cautious dividend rate. 








Schenley Industries .............. 


150.0 __...... 43 


293.0 871 


1.50 


27%-17'2 


23 


. a ae | 





Some imp ticip in con- 
sumer demand for whiskies despite re- 
sistance to high excise tax rate. 





Colorado Fuel & Iron............ 


57.1 238 2.6 


a 2 2434-15% 


23 


Promise of improvement in earnings in 
June 30 year indicated by return of cash 
dividend. Marginal Producer. 





(d)—Deficit. 


2—Paid 742% stock. 

















1—Aetual. 3—Actual; before funds. 
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200 Low-Priced Stocks — Section II (Continued ) 











Long 
Term 
Debt 
(Mil.) 


Stock 


(Thous. 


Capitalization——— 
Preferred Common 
Stock 
(Mil. of 
of Shares) Shares) 


Net 
Working 
Capital 
(Mil.) 


Estimated 
Earnings Div. 
Per Per 
Share Share 
1954 1954 


Price Range 
1954-55 


Recent 


Price Rating 






COMMENTS 





Celanese Corp. of America $ 98.8 


1033 


5.8 $ 67.6 


$ 50 $ .62%2 


2658-1614 


23 


Aggressive development of new synthetic 
products should aid growth. Modest gain 
in earnings this year. 





Mullins Mfg. 


1.3 


14.1 


1.491 1.60 


2834-1914 


23 


Boom in residential construction expected 
to aid sales of kitchens. Increase in 
defense orders seen. 





National Airlines 


9.4 


1.0 


4.421 60 


27 «~-12'2 


23 


Increase in tourist business and growth 
in summer vacation travel to Florida 
expected to spur progress. 





Mercantile Stores 


5.6 


26.7 


2.40 1.25 


2434-1534 


23 


Lower than average markup, especially in 
appliance distribution, tending to minimize 
margins and retard profits. Can improve. 





Great Western Sugar 


150 


37.1 


1.871 1.45 


2438-1738 


23 


Increase in beet production expected to 
enlarge inventories. Marketing restricted 
and earnings may lag. 





Ward Baking 


4.2 


59 


9.6 


1.541 1.80 


275-1978 


23 


Rising trend in distribution and ingredient 
costs, together with consumer resistance, 
hurts profit margins. 





Minnesota Power & Light 


46.8 


116 


1.731 1.20 


2434-21 


24 


Favorable prospects for long-range growth 
in power consumption regarded as assur- 
ance of gradual uptrend in sales. 





Central R.R. of N. J. “A” 


69.7 


7.2 


.031 


2638-1512 


24 


Unfavorable results in commuter service, 
high local taxes and adverse effects of 
short haul competition hurt. 





Lowenstein (M.) 


62 


2.6 


38.3 


2.65 1.02'2 


2734-22 


24 


One of most successful cotton goods 
makers which has experienced enviable 
gains in highly competitive field. 





Stewart-Warner 


26.7 


2.00 1.95 


2678-1912 


24 


Elimination of unsuccessful TV operation 
may find favorable effect as automotive 
activities register gains. | 





Mohawk Carpet 


Lief 


15.0 


1,531 1.25 


2658-1958 


24 


Excessive production and competition from 
hard surface floor covering pose problem 
for leading carpet maker. Improving. 





Oklahoma Natural Gas 


54.7 


2.5 


7.2 


1.621 1.20 


24%2-19 


24 


Pronounced increase in consumption of 
natural gas expected to spur growth. 
Position in uranium area is favorable. 





Helme (G. W.) 


135 


13.9 


1.50 1.60 


2458-2158 


24 


Moderate outlook for growth in use of 
chewing tobacco and narrowing margins 
restrict popularity of stock. Steady divi- 
lends. 





New York Air Brake 


4.0 


16.8 


2.311 


2738-181 


24 


Aggressive diversification policy expected 
to minimize dependence on cyclical rail- 
road equipment field. 





Family Finance 


17.7 


47 


2.011 


2558-1714 


24 


Steady growth in use of installment 
financing in urchases of appliances 
expected to bolster gain in volume. 





Cosden Petroleum 


4.4 


2.8 


2.781 


274-16 


25 


Strategically situated small producer ex- 
pected to make steady progress. Likely 
candidate in merger. 





Tidewater Assoc. Oil 


2493 


10.9 


88.5 


3.00 


2734-184 


25 


Capitalization changes counted on to bol- 
ster equity for common. Should benefit 
from wider refinery margins. 





Carolina Power & Light 


106.0 


287 


4.1 


(d) 6 


1.631 


2618-2018 


25 


Progress in attracting industrial customers 
destined to speed growth of area and 
boost net income in time. 





Waukesha Motor 


13.7 


1.991 1.25 


252-1312 


25 


Promising outlook for small gasoline 
motors should sustain steady growth and 
reasonable profits. 





Cc it Sestadl L dries 





2.25 1.20 


2734-12358 


25 


Holds strong competitive position in ser- 
vicing hotels, restaurants, etc. Consider- 
able risk involved. 





Beaunit Mills 


81 


3.10 


2614-131 


25 


Increasing emphasis on tire cord yarns 
expected to stabilize output and improve 
efficiency in operations. 





Indianapolis Power & Light 


65.5 


169 


3.1 


1.65 


26 -22% 


25 


Old established utility with high residen- 
tial load and stable income. Normal 
growth expected to ti 








Granite City Steel.................. 


13.8 


111 


11.5 


2.041 8 


2634-1412 


25 


Marginal producer which benefits from 
from overfiow in periods of active produc- 
tion. Mentioned in merger talk. 





Hunt Foods ....................0045 


5.2 


354 


21.2 


2.381 602 


2512-1334 


25 


Small processor comentetins on tomatoes 
and peaches. Earnings likely to fluctuate 
widely at times. 





VCC eae enn ee 


132 


1.2 


32.5 


1.491 1.25 


277-21 V8 


26 


Recognized leader in refrigeration ex- 
pected to b more aggressi Ap- 
pears headed for a better year. 








(d)—Deficit. 
1—Actual. 





1955 








19, 


2—Plus stock. 
3—Paid 6% stock. 
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By H. F. TRAVIS 


a building business in the post-war decade 
—10 years of economic dislocations, Government 
curbs, materials shortages, small-scale wars, re- 
current crises and, in general, a time of flux—has 
shown more sustained vigor than any other seg- 
ment of the economy. The passing years bring new 
high levels of construction activity, so that it has 
become a commonplace for economists, business 
analysts and public officials to cite building first in 
viewing with high hope the outlook for business. 

Yet each year, for the past few years, there has 
emerged a small band of skeptics which takes a dim 
view of the chances for continuance of high-level 
building activity. And each year the number of 
these militant pessismists seems to dwindle until 
now, after scanning the stunning record of 1954, 
few venture to forecast a general downturn in 
building. 

This is not to scoff at those students of the con- 
struction business who envision a softening in some 
phases of the industry. Indeed, many of these people 
may be on firm ground. But it is difficult to accept 
a dismal forecast for the industry over-all in the 
light of our post-war experience and the equally 
grandiose plans for the months and years ahead. So 


764 


when the chief economist of one of our giant insur- 
ance companies singles out housing and predicts 
demand for shelter will be somewhat lower over the 
next five years, he has our respectful attention. 
And we nod agreement when he adds there should 
be no softening of mortgage-loan rates, due to the 
over-all demand for such funds likely to arise from 
highway, school and similar programs. 


Record of Increasing Earnings 


As many companies listed in the accompanying 
tables will show, the major companies in the 
building industry are faring very well. Indeed, 
aside from marginal producers, fly-by-night opera- 
tors and fast-talking promoters who got the Great 
White Father to put them into the building business 
(Building, automotive, aircraft—they weren’t fussy, 
as long as Washington bankrolled them.), it would 
be a large-size chore to find a company that has not 
fattened on the business of building post-war 
America. 

Already signs are ample these companies will 
continue to grow even fatter in the year now under- 
way. First and foremost is the $2.8 billion outlay 
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. Statistical Data on Leading Building Supply Companies 
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Earnings Per Share—— ——— Dividends Per Share Recent Div. Price Range 
1952 1953 1954 1952 1953 1954 Price Yield* 1954-55 
American Encaustic Tiling 1.07 1.05 1.46 55 .60 70 13 5.3 13%- 8 
American-Marietta Co. oo...........ccccccceccccceeeeeeees 1.18 1.42 1.60 50 57 .67 26 2.5 27\2- 8% 
American Radiator & S.S. SOE ere eee 1.78 1.83 2.301 1.25 1.25 1.28 25 5.1 25%s- 13% 
Armstrong Cork ...... peo wield se sev Case 5.47 5.84 7.34 3.10 3.50 4.00 89 4.4 9234- 57 
Carrier Corp. .......:..:.... ik secre dno atone 4.89 4.19 4.69 1.40 1.85 2.00 61 3.2 6434- 46% 
CoC) i ae : : é 1.54 3.15 3.35 1.50 1.50 1.50 30 5.0 31¥e- 16 
Certainteed Products scbeducscdyaves 2.24 2.43 2.49 1.12% 1.00 1.12% 27 4.1 287%%- 12% 
Crane Co. ...... MPF tecant hs sca ttanedicren ea east iaanawA 3.96 3.47 2.251 2.25 2.25 2.00 45 4.4 4834- 2812 
Flintkote ......... eae: A 3.61 3.73 3.72 2.50 2.00 3.00 43 6.9 46\2- 2512 
General Portland Cement... 2.36 2.52 3.50! 1.50 1.50 1.65 53 5.0 57'2- 43% 
Holland Furnace .... 1.45 1.05 1.201 2.00 1.00 1.00 15 6.6 18%4- 10% 
Johns-Manville F : : : 7.14 6.20 5.24 4.25 4.25 4.25 88 4.8 97 - 61% 
Lehigh Portland Cement. ... 3.07 3.32 4.251 1.20 1.20 1.20 57 2.1 61 - 272 
mite NNN ooo o2 sic ccivia sais vasaciotpactesceevacasecs 3.19 3.27 4.33 1.65 1.75 2.20 62 3.5 653%4- 285% 
RAEI IMINO) CMSTEOIN 5 02 005 vot aves pe cacacnciassdasauieaee 3.92 4.28 5.19 1.40 1.65 2.60 80 3.2 8412- 42 
Masonite Pera aea cloacae Ue teu th atera cas Oh 2.49 yA: 2.67 1.00 1.00 1.00 31 3.2 32%- 16% 
DURE Rta OR RMOINE 2) oo 00 dusk sZune se concnces ccseos ania 2.84 2.71 4.56 1.401 1.40 1.752 49 35 5534- 20% 
OS SRE SAE Sen Rp rte RD eee ROD cnr SPI 4.19 4.38 4.751 2.50 2.50 3.1212 67 4.6 697%- 445% 
Pabco Products .............. Be Eeleaes 1.00 .90 1.15 45 25 25 24 1.0 26%%- 145% 
Penn-Dixie Cement ‘ : : 4.44 5.57 6.72 2.00 2.30 2.75 88 3.1 91 - 37% 
Pittsburgh Plate Glass eee eae 4.07 4.07 4.15! 2.00 2.25 2.25 66 3.3 7138- 52 
Pratt & Lambert , Sere 4.08 4.34 3.00 3.00 S25 60 5.4 60%2- 40% 
Ruberoid ... " : 3.10 3.34 3.13 1.751 1.751 1.751 47 3.7 50%- 33% 
Sherwin-Williams ; LPL 729 7.83 3.50 3.75 4.1242 114 3.6 117%2- 74 
U. S. Gypsum ; 11.55 11.88 19.89 7.00 7.00 10.00 232 43 235 -114% 
Walworth : ne eee 1.21 82 (d) .48 55 .30 9 10 - 5% 
RMN NUNN 22 cock cap swarnceacecencse meee 4.77 4.61 2.751 2.50 2.50 2.00 55 3.6 58 - 37 
York Corp. oe End ape ead area 2.26 2.46 2.12 1.00 1.00 1.25 26 4.8 27%- 21% 
*—Based on 1954 div. rate. (d)—Deficit. 1_Estimated. -—Plus stock. 





American Encaustic Tiling: Third largest unit in ceramic tile field. Near-term 
outlook improved, with orders on hand assuring capacity output for 
greater part of 1955 (B) 


American-Marietta: Diversified materials for construction and other indus- 
tries, including paints, resins, abrasives, cement, precast concrete, brick 
and asphalt products. Growth record with expansion continuing. Adjusted 
for recent 2 for 1 split, indicated 17.5¢ quarterly amply protected with 
upward earnings trend. (B) 


American Radiator & §.S.: Largest maker of sanitary ware and equipment. 
Business is cyclical and highly competitive. Estimated 1954 profits, aided by 
foreign subsidiaries income, were up 15%. Recently increased 32 cent 
quarterly dividend backed by strong finances. (B) 


Armstrong Cork: Showing strong diversified growth trend. Earned $7.34 
in 1954 with further expansion planned. Stockholders vote April 25, on 
3 for 1 split. Dividend lifted to $.90 quarterly from $.75. (B) 


Carrier Corp.: Leading independent in air-conditioning. Recent mergers 
have broadened scope of products. Good long-term outlook seen in 
dynamic growth of the industry. (B) 


Celotex Corp.:Manufacturer of insulating board, acoustic items and build- 
ing materials. Net last year slightly above 1953 with posisbility of larger 
gain in present fiscal year. Dividend amply covered. (B) 


Certain-teed Products: Prominent supplier of asphalt roofing, siding and 
gypsum products, has diversified through recent acquisitions. Good financial 
position. Dividend should match $1.25 paid in 1954. (B) 


Crane Co.: Principal product line, valves, plumbing fixtures and heating 
equipment, which is highly competitive. Titanium operations eventually 
expected to contribute importantly to earnings. (B) 


Flintkote Co.: Manufactures wide variety of building materials and products 
for other industries. Despite diversification sales growth has been slow 
but future is good. Dividends should continue at $2.50 annually (A) 


General Portland Cement: One of the lowest-cost cement producers. Has 
doubled plant capacity and sales since 1947. Markets in the South where 
growth prospects are favorable. Just split stock 2 for 1. (B) 


Holland Furnace: Profits have been in a sharp downtrend in recent years 
due to keener competition and higher operating costs. Has recently shown 
at least slight temporary improvement. Future dividends uncertain. (B) 


Johns-Manville: Subject to cyclical influences, this leader in asbestos 
products and other classifications, is favored for long-term growth by 
research, plant expansion and continued development of new products. (A) 


Lehigh Portland Cement: Though the strike has cut 1954 output, it is now 
engaged in large new plant expaision program. New plants will end 
chronic capacity shortage. Increased earnings outlook assured. (A) 


Lone Star Cement: One of the strongest of the cement producers. Operates 
18 well located and low-cost plants with additional capacity in Latin 
America. Excellent outlook in long-term product demand. Dividend recently 
increased to $.50 from $.40 quarterly. 


Marquette Cement: Large midwestern producer. Rapid growth. Expansion 
continuing. Recently increased 60c quarterly dividend well covered. Senior 
capitalization fairly heavy. Stock semi-speculative in character. (B) 


Masonite Corp.: The leading hardboard producer, with own timber 
resources. Products used by building and other industries. Competition keen. 
25¢ Dividend quarterly could be increased. Stock somewhat speculative. (B) 


National Gypsum: Second leading producer of gypsum building materials. 
Also asbestos, insulation and limestone products. Large gypsum reserves. 
Rapid expansion program. Dividend coverage ample. Issue offers growth 
prospects. ( 


Otis Elevator: Dominant company in elevators and moving stairways. New 
elevator installations mostly automatic type. Repair and maintenance work 
lend stability. Regular 62.5¢ quarterly supplemented by extras. Good 
quality issue. (A) 


Pabco Products: Manufactures floor coverings and line of building materials, 
primarily for Pacific Coast and recently for East Coast market. Floor cover- 
ing field highly competitive. (B) 


Penn-Dixie Cement: A leading producer with improved competitive position. 
Capacity in terms of barrels per share is large. Recently increased 75¢ quar- 
terly dividend reasonably protected. Stock split of 3 for 1 pending. Quality 
of issue fair. (B) 


Pittsburgh Plate Glass: Company has strong position in flat glass, paints 
and chemicals, with long record of growth. Expansion program continuing. 
Last year’s dividends secure. Current outlook favorable. Stock has invest- 
ment status. (A) 


Pratt & Lambert: Long established company concentrating on high quality 
paints, varnishes, enamels and lacquers. Regular 75¢ quarterly covered by 
fair margin. Yield good but interest in stock limited. (A) 


Ruberoid Co.: Company produces asphalt roofing materials, as well as 
asbestos and other products. Home repair and maintenance sales add 
element of stability. Better prices favor outlook. Regular 40c¢ quarterly 
protected. (A) 


Sherwin-Williams: The leading company in the paint industry. Strong in 
trade position and finances. Retail store chain expanding. Unbroken divi- 
dend record for 70 years. Current $1.00 quarterly secure. Stock of invest- 
ment quality. (A) 


U. S. Gypsum: Largest company in industry, supplying about half of total 
gypsum wallboard and plaster, with diversification through other building 
products. Quarterly $1.50 assured with continued extras likely. High 
grade issue. (A) 


Walworth Co.: Manufacturer of steel, iron and bronze valves and pipe 
fittings. Industry cyclical and competitive. Downward trend of earnings, 
with deficit last year and no dividends. Improvement possible but stock 
is highly speculative. (C) 


Yale & Towne: Long established in locks and builders’ hardware. Also 
materials handling equipment. Special expenses for improving operations 
reduced 1954 earnings to narrow margin over 50c quarterly dividend. 
Issue is speculative. (B) 


York Corp.: Company produces air conditioning and refrigerating equip- 
ment for industrial, commercial and home use. Growing but competitive 
industry. Fair margin of earnings over 30c quarterly dividend. Stock carries 
speculative risk. (B) 





RATING: (A)—Sound commitment for long-term appreciation. (B)—Moderately attractive but more speculative than (A). (C)—Unattractive. 
*—New purchases should be correlated with market advices of A. T. Miller appearing in each issue. 
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for construction recorded in January—an all-time 
high for the first month of a year—and indications 
are that this amazing pace carried over into Feb- 
ruary. The January figure represented a somewhat 
smaller decline than is usual from the December 
figure and was 13% ahead of the previous January 
record, registered in 1954. The figure then was 
$2.4 billion. 

On a seasonally adjusted basis, the annual rate of 
construction expenditures during January ran above 
$40 billion for the first time in history. It compared 
with an annual rate of $38.2 billion indicated in 
the previous quarter and actual outlays of $37.2 
billion for all of 1954. Private construction value at 
$2 billion set a record for the month, a rise of almost 
20% from January, 1954. A continued expansion 
in new-home building has been the principal factor 
in nee private construction to a new mid-winter 
peak. 

Indications are that a greater number of homes 
were under construction in January than in any pre- 
ceding January. The $1 billion of private home- 
building activity not only was the best January 
performance on record, but was one-third above 
the year-ago total. 

Although residential building accounted for most 
of the rise in private activity, there also were large 
increases in religious, educational and commercial 
construction. Private outlays for each of these 
classes were the largest on record for any January. 

The moderate rise in private industrial construc- 
tion, which started last October, continued in Jan- 
uary, with a small increase of $175 million. But it 
must be emphasized that a decline is usual at this 
time of year. This figure was only slightly less than 
in the same month of a year ago. Utility construc- 
tion was about the same as in January, 1954, while 
building activity on farms declined somewhat. 

Public construction for January was at the same 
level as a year earlier, $743 million, with reduced 
Federal expenditures offset by increased outlays of 
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Comprehensive Statistics Comparing the Position oj } 





Alpha 
Figures are in million dollars, Portland Armstrong 
except where otherwise stated. Cement Cork 





CAPITALIZATION: 

Long Term Debt (Stated Value)....... ‘ 
Preferred Stock (Stated Value)........... $18.5 
No. of Common Shares Out. (000) : 591 1,601 





Total Capitalization ........................... $15.2 $28.5 
INCOME ACCOUNT: Fiscal Year ended 12/31/54 12/31/54 
NEERING So fas a Soe cn ocy eranes: $28.1 $217.5 
Deprec., Depletion, Amortization, etc. $.8 $6.7 
MRO SOMO 2255s cSecccc cree congue ccassvnaiis $3.9 $12.4 
Interest Charges, etc. . re ic 

Balance for C ae eects $4.5 $11.1 
Operating Margin ... 28.7% 10.9% 
Net Profit Margin............... oe 16.2% 5.4% 
Percent Earned on Invested Capital 15.0% 9.5% 
Earned Per Common Share*........... $7.80 $7.34 
BALANCE SHEET: Fiscal Year ended... 12/31/54 12/31/54 
Cash and Marketable Securities........... $5.4 $16.1 
SIR MTIEN RS UN 5 ood ccs vss ceevcccnssesssbecens $2.1 $30.1 
Receivables, Net .... NY RAR | Goes Pera $.8 $17.5 
Current Assets . he bin et fs eden ony $8.8 $65.6 
Current Liabilities ........................ $1.7 $16.7 
Working Capital 0.000000... $7.1 $48.9 
ce EE eee $20.0 $70.2 
UR RRINER on eee tics enn oe ecee $32.6 $142.1 
Cash Assets Per Share ................ .......... $9.24 $10.08 
Current Ratio (C. A. to C. L.)............ 5.2 3.9 
Inventories as Percent of Sales 7.7% 13.7% 
Inventories as % of Current Assets. 24.6% 45.9% 
Total Surplus $15.2 $96.7 





n.a.—Not available. 
*—Data on dividend, current price of stock and yields in 
supplementary table on preceeding page. 








state and local governments. Sharpest decline was 
for Federal work at industrial facilities, principalls 
atomic energy plants. 

School-building during the month showed a 
greater volume of activity than any other type of 
public construction, with the $175 million of work 
put in place setting a new January high. This figure, 
of course, will be dwarfed when the Federal pro- 
gram to encourage school-building gets underway, 
a subject we shall go into at greater length. 


More Industrial Building rh 

While the foregoing statistics may astonish the 
public, they occasion no surprise within the indus- 
try. Long before the January-February achieve- 
ments went into the records, engineers and con- 
tractors affiliated with the National Constructors 
Association were forecasting “another good year.” 
The association is made up of companies engaged in 
design and construction of industrial plants— 
primarily chemical plants, steel mills, oil refineries 
and power plants. It is a fact that volume of new 
industrial contracts has been increasing since the 
start of the final quarter of 1954. General Motors, 
of course, compels Page One attention with its 
mammoth expansion program, to be underwritten 
by a record-size stock issue. That king of corpora- 
tions, which makes few mistakes, is betting heavily 
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Leading Building Supply Companies 




















Carrier Celotex Certain-teed Flintkote Johns- Masonite National Ruberoid Sherwin- 
Corp. Corp. Products Co. Manville Corp. Gypsum Co. Williams 
$25.0 $8.9 $5.9 $4.0 $4.0 $7.0 $28.5 

ae $5.1 $8.4 10.0! $15.5 
1,464 905 2,138 1,284 3,181 1,350 2,783 1,479 1,277 
$39.5 $14.9 $8.0 $33.1 $63.1 $19.9 n.a. $32.5 $47.4 
10/31/54 10/31/54 12/31/54 12/31/54 12/31/54 8/31/54 12/31/54 12/31/54 8/31/54 
$151.4 $62.2 $75.7 $94.8 $253.1 $45.2 $126.6 $76.4 n.a. 
$2.5 $1.9 $2.1 $2.9 $11.7 $1.9 n.a. $2.2 $2.3 
$11.0 $3.4 $4.9 $4.5 $11.9 $4.0 $12.6 $4.2 $12.0 
$1.0 $.2 $.2 $.1 $.2 n.a. $.1 
$6.8 $2.9 $5.3 $4.7 $16.6 $3.6 $12.7- $4.6 $10.0 
11.5% 10.7% 12.6% 11.0% 11.3% 15.5% n.a. 11.3% n.a. 
4.5% 5.1% 7.0% 5.3% 6.5% 8.0% 10.3% 6.0% n.a. 
8.5% 9.0% 10.4% 8.5% 11.3% 9.4% n.a. 9.3% 9.8% 
$4.69 $3.35 $2.49 $3.72 $5.24 $2.67 $4.56- $3.13 $7.83 
10/31/54 10/31/54 12/31/54 12/31/54 12/31/54 8/31/54 12/31/54 12/31/54 8/31/54 
$18.9 $12.1 $8.3 $17.3 $14.1 $5.5 $25.1 $7.3 $33.8 
$25.8 $5.6 $16.4 $9.5 $23.5 $6.1 $14.3 $8.2 $41.9 
$17.8 $7.8 $12.3 $9.4 $29.9 $8.3 n.a. $7.0 $21.2 
$68.2 $25.5 $38.4 $36.3 $67.6 $20.0 $52.4 $23.4 $97.0 
$20.8 $6.5 $13.9 $9.8 $38.2 $3.8 $7.7 $2.4 $23.4 
$47.4 $19.0 $24.5 $26.4 $29.4 $16.2 $44.7 $21.0 $73.6 
$20.1 $23.0 $27.6 $34.7 $97.9 $27.0 $63.8 $28.6 $32.4 
$101.2 $51.3 $71.2 $73.5 $198.0 $49.6 $118.8 $54.5 $137.2 
$12.91 $13.37 $3.88 $13.48 $4.45 $4.13 $8.10 $4.93 $26.46 
3.2 3.9 2.7 3.7 1.7 52 6.7 9.7 4.1 
17.0% 9.0% 21.8% 10.1% 9.2% 13.5% 11.3% 10.8% n.a. 
37.8% 22.0% 42.9% 26.4% 34.8% 30.5% 27.4% 35.3% 43.2% 
$40.7 $29.9 $48.7 $29.7 $87.7 $25.6 $68.8 $16.9 $60.4 
1—Estimated. 


*—After special credit. 








on new heights of prosperity—not merely for G.M., 
but for the country. A rising level of spending by 
industry for new plant and equipment may be anti- 
cipated volume of new orders swells. However, the 
impact from this source may not be felt until late 
in the year. Still, a sizable gain in industrial con- 
tracts appears certain for 1955. 

The housing market is another front where the 
guideposts point to a good year, if not five good 
years. Volume of residential work—largest single 
segment of the construction field—put in place last 
year approached $13.5 billion, 13% ahead of 1953. 
It is interesting to note that this segment trailed the 
year-earlier showing going into the Spring of 1954. 
But the picture turned in May, when the gain was 
5%, and the margin widened from then on, with 
December running at a record clip and about 40% 
ahead of the final month of 1953. Housing starts 
for the entire year totaled 1,215,000, second highest 
in history and 10% above 1953. Nearly all the units 
started were privately owned. Public starts dropped 
to a mere 19,400 in 1954, off 45% from 1953 and 
the smallest total since the Housing Act of 1949 
became effective. 

Yet another signpost pointing to maintenance of 
high-level building activity is the Government’s plan 
to double all road-building outlays for the next 
decade, to about $10 billion a year. Unquestionably, 
such a program will give considerable impetus to 
MARCH 


the trend toward Suburbia that has taken hold 
among home-owners, factory-owners and _store- 
owners. The problem here, of course, is hew to 
finance the gigantic project. 

And, on the subject of Federal spending for roads, 
we must not overlook the fact that public works of 
all types figure high in the new-found philosophy of 
this Administration. The total for schools, roads, 
hospital facilities, reclamation projects and similar 
—— will be enormous—even by New Deal stand- 
ards. 

Schools are second only to highways in the 
gigantic public works programs being hatched by 
the Administration. President Eisenhower proposed 
in February a three-year $7 billion Federal-state- 
local school construction program. He asked Cong- 
ress to make available $220 million in Federal 
grants and about $900 million in loans to meet a 
current deficit of more than 300,000 school class- 
rooms. 

Nobody seriously believes that this will be the ex- 
tent of Washington’s commitment to such a project. 
Such comments as “inadequate” and “makeshift” 
already have been heard on Capitol Hill. Critics 
contend the Eisenhower program would be ineffec- 
tive in about one-fourth of the states, which have 
constitutional limitations on incurring or increasing 
debts. Democratic leadership in the House is talk- 
ing about “nothing short (Please turn to page 788) 
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ie wave of corporate acquisitions and 
mergers in 1954 has risen higher than ever in 1955. 

While the magnitude of some of the merger trans- 
actions consummated in 1954 constituted a major 
phase of that year’s business activity, 1955 will 
record a still greater number of amalgamations 
through mergers, in the true meaning of that word; 
or through acquisitions of companies in related and 
other fields. 

Some of the proposed inter-company deals will not 
go through. Opposition on the part of a majority of 
stockholders can put a proposed merger on the rocks. 
A case in point is the majority vote of Emerson 
Drug Co., Class B shares rejecting Bristol-Myers 
Co.’s offer to purchase Emerson’s Class A and at 
least 51% of its Class B voting stock at $16 a share. 
Inasmuch as a majority of Emerson Drug’s shares 
are held by descendants of the company’s founder, 
sentiment may have played some part in their de- 
cision, but a factor of no inconsiderable weight was 
the favorable earnings trend of the company which 
in 1954 realized net profit of $1.47 a share on its 
common stock, as compared with 1953 net of $1.09 
a share. Apparently, the stockholders felt that they 
did not have much to gain in view of this im- 
provement. 

Other proposed mergers may find it difficult to 
clear the hurdle set up by the so-called “anti-merger” 
clause inserted in the Clayton Act in 1950 aimed at 
prohibiting a corporation from acquiring the stock 
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By JOHN D. C. WELDON 


or asets of another company where the effect is 
deemed to substantially lessen competition or to 
tend to create a monopoly. This was the clause in- 
voked by the Justice Department’s anti-trust prose- 
cutors in opposing the Bethlehem Steel-Youngstown 
Sheet & Tube merger plan. Commenting on this 
stand, Attorney General Brownell, admitting that 
the anti-trust laws were not the clearest laws on the 
books, stated that on the basis of the Clayton Act 
as amended merger of the two companies would be 
a violation of the law. 


Necessity as Basis for Mergers 


Not all proposed mergers, however, are viewed in 
this light. Contrary to the belief held by some, few, 
if any, recent mergers and those now under nego- 
tiation, have been incited by the mere desire for big- 
ness or as a means Of stifling or lessening competi- 
tion. The consolidation, last year, of Hudson Motor 
Car and Nash-Kelvinator into American Motors 
Corp., for instance, was impelled by desire and neces- 
sity of these two independent automobile builders 
getting together so as to be better able to contend 
against the competition of the “big 3” of the auto- 
mobile industry. This was the same motive that lead 
Studebaker and Packard Motor Car to combine op- 
erations through the newly created Studebaker- 
Packard Corp. There were any number of corporate 
mergers in the paper, textile, chemical, baking, 
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banking, drug, dairy and other in- 
dustries, although for different rea- 
sons, that were just as logical. 

A good example is the recent con- 
solidation of American Woolen, Rob- 
bins Mills and Textron, Inc., into 
what henceforth will be Textron- 
American, Inc., a new giant in the 
textile industry, benefiting through 
Woolen’s excess working capital, Rob- 
bins Mills’ modern plants and skills, 
and Textron’s experienced and cap- 
able management. Moreover, the 
merger eliminates one of Woolen’s 
major deficiencies which has been the 
lack of synthetic textiles and syn- 
thetic and wool blend production and 
the “know-how” in that field. 

It is possible that American Wool- 
en, had a majority of the common 
stock voted to reject the merger plan, 
might have eventually worked out its 
problems but this, it was believed, 
would have required it to use a major 
portion of its working capital to ac- 
quire modern plants and to diversify 
its products. Its ability to do this 
would rest to a considerable degree 
upon it being able to obtain effective 
management which undoubtedly 
would be compelled to incur operat- 
ing losses while it was bringing the 
reorganization plan to fruition. Con- 
sequently, the majority of Woolen’s 
stockholders concurred in the deci- 
sion to merge, with more than 82% 
of the common, approximately 72% 
of the 7% preferred and about 76% 
of the $4 preferred voting in favor. 
Certainly, the merger holds forth 
more promising prospects than had 
American Woolen shareholders 
elected to have the company go it 
alone in an attempt to struggle out 
of its predicament highlighted by 
heavy operating losses. 


More Textile Mergers 


As a matter of fact, creation of 
Textron American is but one move in 
the realignment of a number of tex- 
tile companies. Another new name re- 
cently brought into being among the 
weavers is Burlington Industries, 
Inc., successor corporate title to Burl- 
ington Mills Corp., long one of the 
foremost names in rayons and other 
synthetic fabrics. Burlington, last 
year, set out to attain better balance 
in textiles by getting into the woolen 
and worsted business, acquiring the 
Peerless Woolen Mills, a leading in- 
tegrated mill operating in the auto- 
motive fabric, blanket and apparel 
fabrics field. This was but one move 
by Burlington in connection with its 
diversification program. It. achieved 
representation in the cotton fabric 
field by (Please turn to page 794) 
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(1) Mergers Completed in 1955—To Date 

Price at Sub- 

Time of sequent Recent 

Companies Merger High Price 

Allis Chalmers—Gleaner Harvester 78\2 80 7834 
Babcock & Wilcox—Globe Steel Tubes 6812 91 87% 
Carrier Corp.—Affiliated Gas Equip. 62 62'2 62 
Daystrom, Inc.—Heath Co. 24\2 321% 31% 


Textron-American—American Woolen, etc. 13%2 14% 13% 


(2) Mergers About Completed, Pending, or Probable 


Companies 


Budd Co.-Continental-Diamond Fibre 


Chase Nat'l. Bank-Bank of Manhattan 


Consol. Textile-Bates Manufacturing 


Diamond Match-Genl. Package Corp. 


Dresser Industries, Inc.-Lane-Wells 


Eastern Air Lines-Colonial Airlines 


Hooker Electrochemical-Durez Plastics 


Houdaille-Hershey-Frontier Industries 


Nat'l. City Bank-Ist Nat'l. Bank 


Stevens (J. P.) & Co.-Cheney Bros. 


Sunray Oil-Mid-Continent Petro. 


Warner-Hudnut-Lambert Co. 


Comment 


Acquisition should prove an important step 
in Budd’‘s diversification program. 


Merged institution would rank as nation’s 
second largest bank with more than $500 
million in capital funds and deposits of 
about $6.9 billion. 


Consolidated, presently owning 44% of 
Bates common stock, plans to increase these 
holdings to 51%. Possible merger would 
expand Consolidated’s cotton fabrics line 
and add rayons, nylon, and other synthetic 
fiber goods. 


Merger would add strength to Diamond 
Match’s expanding pulp and paper products 
business. 


Merger, now ratified, will add new lines 
to Dresser’s oil and gas field equipment 
business. 


Will give Eastern important air routes be- 
tween New York and Washington, D. C., 
and Ottawa and Montreal. 


Merger would result in Hooker having sub- 
stantial position in phenolic plastics and a 
number of related chemicals. 


Frontier's diversified products would lessen 
Houdaille-Hershey’s dependence on automo- 
tive industry and in turn benefit from latter's 
financial strength. 


Combined resources of the proposed merger 
would be in excess of $7 billion, and with 
deposits of about $6.1 billion it would rank 
as the nation’s third largest bank. 


Acquisition would further diversify Stevens’ 
already broad textile operations while 
Cheney Bros., should benefit from facilities 
of the Stevens organiation. 


Proposed merger would bring into existence 
a bigger company in better balance as to 
crude oil production and refinery capacity, 
the benefits of which should be reflected in 
profit margins. 


Appears a logical combine of two companies 
whose products dove-tail and supplement 
each other with sales being aided by dy- 
namic management and world-wide organi- 
zation. 
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In the first nine months of 1954 net income for the $1. 

common stock had risen to $2.32 a share from $1.67 abl 

a share for the like period of the previous year. be 

@g : ; ; Final figures for 1954 have yet to be released but a eX) 

n contrast with many corporation earnings conservative estimate would put net for the full 12 co. 
reports over the last two or three years showing months at $4 a share. This would compare with at 
net profits at an increasingly higher level, there $2.87 earned for 1953. Prospects are this calculated in 
have been a number of corporations whose earnings, 1954 showing should be bettered this year because TI 
over the same period, have been below previous of continued benefits from higher zine and lead de 
high marks, and in some instances on a downgrade. prices over those prevailing through the greater TE 

Not all companies in this latter group are neces- 


sarily those generally referred to as marginal oper- 
ators. In fact, there are many in the group that 
possess fairly consistent earning power, have long 
dividend records, and highly competent manage- 
ment. Their comparatively poor results last year, 
and in some cases, in the year before, have been 
due to unsatisfactory general conditions that pre- 
vailed in their respective industries or because of 
organization or other problems within the company. 

Whatever the reason for the disappointing show- 
ings made by the companies under discussion, indi- 
cations are that conditions for many of them have 
taken a turn for the better. This is substantiated by 
the improvement, although in most instances only 
moderate, they have shown for the 1954 final quarter. 
Others in the “depressed company” category have yet 
to present tangible evidence in the way of improved 
net profits, but a careful study of basic factors cor- 
roborates the conclusion that many have begun to re- 
coup earning power and are now facing conditions 
justifying a more favorable opinion regarding their 
outlook. 

We have made a thorough analysis of a number 
of these companies, from which we have selected the 
following 10 as among the outstanding of those now 
apparently experiencing improvement in earnings. 





AMERICAN SMELTING & REFINING CO., ap- 
pears well along the earnings “come-back trail.” 
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part of 1954, and more efficient operations at the 
company’s new Silver Bell copper mine which went 
into production last May with a planned output of 
18,000 tons of copper annually, especially with the 
red metal now selling at 33 cents, up from 30 cents 
which prevailed during the latter part of 1954. 
Aside from ranking as one of the largest smelters 
and refiners of primary lead, and other nonferrous 
metals, American Smelting, is also a large producer 
in its own right of lead, zinc and copper, as well as 
sizable amounts of gold and silver, holds substantia! 
investments in Kennecott Copper, General Cable, 
Cerro de Pasco, Revere Copper & Brass, and other 
companies. These holdings are an important source 
of supplemental income and could become even more 
so as indicated higher earnings for the copper pro- 
ducers and fabricators justify increased dividend 
payments. Such an outlook would undoubtedly 
hasten restoration of the latter’s shares to the $3 
annual rate which was reduced to $2 a share in 
the final half of 1953. 


AMERICAN TOBACCO CO., in common with 
other cigarette manufacturers was greatly de- 
pressed marketwise by the series of attacks, appar- 
ently based on dogmatic theories, on cigarette smok- 
ing as a source of ill-health. From a 1953 high of 
775, American Tobacco stock dropped to a low 
last year of 55. The deluge of stock coming on the 
market, represented largely scare-selling compressed 
in a limited period of time. That the drop carried 
too far became apparent with the recovery of the 
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issue to above 66. Sales and earnings last year fol- 
lowed much the same sort of trend, although total 
volume of $1,068 million was approximately $20 
million under 1953 sales it ran ahead of 1952 dollar 
volume totaling $1,065 million. While last year’s 
dollar sales volume was off 1.82% from the previous 
year, net income increased 4.43% to a little more 
than $43 million equal to $6.12 a share for the com- 
mon stock, as compared with $41.2 million, or $5.90 
a share for the preceding year. This showing could 
be materially improved upon during the current 
year. The company, with its diversified cigarette 
output, including Pall Mall and Herbert Tarryton 
brands accounting for close to 50% of all king-size 
cigarette sales, should continue to maintain its long- 
held dominant position in the cigarette field in which 
the outlook brightens as evidence grows that cig- 
arette smokers are taking a more realistic attitude 
toward dogmatic conclusions regarding the effects 
of cigarette smoking upon health. 


CHRYSLER CORP., which in the first nine 
months went through a period of transition, falling 
meanwhile to a very poor third in automobile sales, 
now appears to be well on its way to regaining its 
former 20%, and possibly more, of the new car 
market. Having restyled all car models, division- 
alized operations, strengthened dealer organization, 
and acquired its own body building facilities, Chrys- 
ler ended the final 1954 quarter with net income of 
$1.70 a share, in contrast to 43 cents a share it was 
able to show for all of the nine months to Septem- 
ber 30 of that year. First 1955 quarter results are 
expected to surpass the 1954 final quarter net in- 
come figure, indicating that if the company can hold 
at least 20% of the new car market for 1955, net 
income for the year should run close to $7 a share. 
This would be more than twice current annual divi- 
dend requirements and probably justify raising the 
75-cent quarterly payment or ihe distribution of a 
year-end extra. 


DEERE & CO., off to a good start in the first 
quarter of its new fiscal year beginning last November 
1, was able to show net income for the three months 
equal to 57 cents a share for the common stock. 
This compares with seven cents earned in the like 
period of the previous year and points to the like- 





lihood of 1955 fiscal year’s earnings going ahead of 
the $2.76 a share shown for the preceding 12 
months. Given favorable weather conditions in 1955 
sales in this country and Canada, retarded last year 
by drought and other adverse weather could pick 
up sharply, while sales abroad, which increased sub- 
stantially last year, are expected to hold at a favor- 
able level. Operations this year should also be aug- 
mented by greater output of Deere’s new anhydrous 
ammonia plant which began limited production in 
the latter part of the 1954. fiscal period, and which 
will be gradually raised to its rated capacity of 180 
tons of ammonia day to supply the urea converting 
section of the new plant. The latter also is expected 
to be producing crystal form urea on a full-scale 
basis in the latter part of the current fiscal year. 


INTERNATIONAL HARVESTER CO., finished 
its 1954 fiscal year last October 31, with net sales, 
including $103.3 million in defense products, total- 
ing $994 million on which it earned $2.24 a share, 
as compared with $1,256 million, of which $223.8 
million covered defense products. In the previous 
year net income equalled to $3.46 a share. While the 
drop of almost 21% in sales volume reflected, in 
part, lower defense shipments, 13.3% of the total 
decline was due to lower sales of regular products 
to dealers and users in the U. S. The situation was 
aggravated to some extent by sharp reductions in 
Canadian sales due to adverse weather and other 
conditions in that country. The outlook for improved 
current year sales and earnings is borne out so 
far by first quarter, normally the poorest because 
of seasonal sales factors, net income of 40 cents a 
share, compared with 7 cents for the like period a 
year earlier, Moreover, Harvester entered the new 
year with dealer inventories substantially below the 
previous year’s level. Constructive factors in addi- 
tion to the apparent stabilizing of the farm economy, 
are the continued high operating rate of the con- 
struction industries, and Harvester’s introduction 
of new and improved products as well as the antici- 
pated good demand from abroad. 


LOEW’S INC., scoring an earnings recovery to 
$1.28 a common share for the fiscal year ended last 
August 31, from 85 cents a share, for the preceding 
fiscal year, continues (Please turn to page 802) 











10 Companies Staging Earnings Comeback 














t—Based on 1954 dividend. 
1_Estimated. 

“—~9 months. 

3—4th quarter. 











- — Earnings Per Share —— ——— Interim ——— Price Range Div Recent Div. 

1951 1952 1953 1954 1953 1954 1954-55 1954 Price ‘Yield 

American Smelting & Refining $ 6.89 $ 5.30 $ 2.87 $3.50! $1672 $2,322 4734-27% $ 2.00 46 4.3% 
American Tobacco 5.57 4.79 5.90 6.12 4.28" 4.517 693-55 4.40 65 6.7 
Chrysler : edaeees 8.27 9.04 8.59 2.13 2.193 1.70° 7412-56% 4.50 70 6.4 
Deere & Co. a iaataec cease sah 5.57 4.93 3.37 2.76 074 57° 354-2434 1.50 33 4.5 
International Harvester 4.36 3.76 3.46 2.24 244 40° 3858-2738 2.00 38 5.2 
Loew's - 1.52 91 85 1.28 .226 306 22 -13% 90 19 47 
Parke, Davis & Co. : : 3.89 3.32 1.91 2.14 543 703 4012-305 1.40 40 3.5 
Stevens (J. P.) & Co. ries oats tecvace 5.65 2.27 2.35 .90 514 46°  30%4-22% 1.50 27 55 
Twentieth Century-Fox Film rf 1.18 1.65 3.251 52° 2.172 315%-18% 1.60 28 5.6 
Underwood Corp. sees 6. 77 5.00 1.13 1.75! 1 08° 98° 3838-27 1.25 36 3.4 


41st fiscal quarter ended Jan. 31, 1954. 
°—I1st fiscal quarter ended Jan. 31, 1955. 
S6_12 weeks ended Nov. 25th. 
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Case No. 3 


A Woman’s Investment Problem 


O; the thousands of inquiries on investment 
problems which we receive each year from all man- 
ner of investors, none give us more concern than 
those from middle-aged or elderly women who are 
in a quandary on what to do either about inherit- 
ances bequeathed by husbands or relatives; or from 
professional women who have some accumulated 
savings which they do not know how to invest. 

While circumstances necessarily vary in each 
instance depending on age, number of dependents 
(if any) earnings status, and the amount of funds 
available for investment, the letters which we re- 
ceive from these sources to a very conspicuous 
degree betray a common anxiety. This is based on a 
not surprising fear that they may make ruinous 
mistakes in their investments, a field to which they 
are more or less unaccustomed. 

We would not care to make invidious campari- 
sons between the investment capabilities of women 
and men but it is, unfortunately, true that with the 
exception of the relatively few women who have 
had actual investment experience, a much larger 
percentage of men have the advantage of some 
experience at least in investments than is true of 
women. This is to be expected as most women 
normally spend their lives looking after their fami- 
lies and homes and do not have the needed contact 
with business life which usually is helpful in gain- 
ing an insight into the workings of the securities 
markets. Most women, for better or worse, are 
likely to leave the matter of providing financial 
security, for the future as well as the present, to 
the “head of the house.” But if the latter has some 
competence in the field, he would be well advised to 
attempt to impart his knowledge to his dependent 
womenfolk, as this would stand them in good stead 
if they should ultimately be confronted with financial 
responsibility. Unfortunately, most women at a time 
of such emergency, are not well prevared to take on 
the new burden and may be at a total loss as to 
how to procede in investing the funds entrusted to 
them. It is, therefore, just as important as making 
a will to train wife or daughter or sister how to 
handle the funds that are left to them. 

Professional women, too, such as doctors, teach- 
ers, nurses, librarians and government employes, 
including state and local, also usually need advance 
training in investing funds as they normally are 
engaged in occupations quite foreign to the invest- 
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ment field. However, this group of workers normally 
has the benefit of pensions. To that extent, their 
dependency on savings is reduced and their need for 
gaining investment knowledge, accordingly, may not 
be so pressing. Still, even in these cases, their sav- 
ings are likely to be moderate, minimum investment 
knowledge could stand in good stead to hely provide 
for that additional income which might be necessary 
if pensions and the like were not quite adequate to 
meet living expenses. 


An Important First Step 


We should like to say, at the outset, that for that 
large proportion of women who have no experience 
whatever in making investments it might be best 
for them to acknowledge this limitation at once, 
before taking even the first step in investing funds. 
On the basis of this frank admission, sensible women 
will do what is then most logical and seek guidance 
from unimpeachably reliable sources. This will pre- 
vent them from making irreparable mistakes. They 
will avoid seeking counsel from well-meaning 
friends and relatives who may be—as is often the 
case—equally inexperienced in investments. This 
noint is emphasized because the most perilous period 
for the inexperienced woman investor may be just 
after she comes into control of her inheritance. 
During this time, in her anxiety to establish her 
financial position on a permanent basis, she may 
be subject to all manner of pressure—from herself, 
from relatives and friends and from security sales- 
men. Under these conditions, the temptation to 
abandon caution and to seek unusually high returns 
may be difficult to resist. Unless fortified by expert 
and impartial guidance, a bad investment or invest- 
ments at this early stage of self-managing her funds, 
can prove to be a serious mistake which might prove 
to be impossible to undo. 

Therefore, we suggest to women—esnecially mid- 
dle-aged and elderly women—who have just come 
into an inheritance which is vital to their future, 
that they take plenty of time before committing 
these funds. Statistics show that the average inher- 
itance left to women—unless the estate is con- 
trolled through trusts and similar arrangements 
directed by the will—is dissipated within six years. 

Caution should also be shown by women who are 
about to retire from active professional life and 
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who will depend, to some extent aside from pen- 
sion—on the proper handling of their accumulated 
savings, which up to this time has been lodged in 
savings bank accounts, or limited-payment insur- 
ance policies, or both. 


The Second Step 


Having prepared herself psychologically for what 
she must do before she makes even her first invest- 
ment, and this will take a good deal of self-control, 
it is then necessary for our lady to take the second 
essential step which is to precisely figure up her 
total financial resources. She must be very realistic 
about this, as most women who have no experience 
in handling sums much larger than the customary 
household expenses can easily be blinded, when they 
inherit, by what may appear to them to be an 
unexpectedly large sum of money. The common 
human illusion of possessing more than one actually 
does possess—under the circumstances described— 
often leads to a disastrously erroneous conception 
of the actual resources and income available. 

Actually, the problem is not much different from 
calculating a household budget. There is so much 
income and so much expenses. This remains the 
same problem whether the income is through the 
weekly or monthly allowance received from husband 
or OWn earnings, or whether it is received from 
interest or dividends on securities. In either case, 
the expenses should match the income. When house- 
hold expenses are met from husband’s income or 
self-earnings (or both), the problem is simplified 
because these earnings are generally regular and 
can be depended on during the working lifetime of 
the earner. But, when the income must now come 
from investments, subject to unpredictable condi- 
tions, it is highly essential to find out how much 
income the invested funds can safely provide. 

This is where reliable investment counsel should 
prove highly advantageous. For the expert should 
be able to inform the investor as to what she can 
reasonably expect from her investments and he will 
try to guide her away from ventures which contain 
an unusual degree of risk. 

But to get the most out of investment counsel, 
our lady should make sure in her own mind that 
she thoroughly understands the exact dimensions of 
her financial worth. She should not expect more 
from it than is possible under conditions of prudent 
management. If she finds that the total income from 
the projected investment (including pension or 
social security) is less than she had expected, she 
can do either one of two things: she can try to 
materially increase her income from securities which 
could subject her capital to undue risk, or she can 
cut her living expenses to meet the realities of the 
situation. 


Learn Basic Principles 


Many women who have been accustomed to a 
certain standard of living find it very difficult to 
adjust themselves to the new situation when they 
find their inheritance or savings cannot produce 
sufficient income to maintain their way of life. 
They are then tempted to try for the highest income 
possible, forgetful that this may place them in 
jeopardy. The fact of the matter is that prudent 
management of funds will not permit the dependent 
woman investor to depart (Please turn to page 796) 
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(A) Portfolio for $10,000 Investment 








Recent 
Market Approx. 2 
Price Cost Income 
2000 U. S. Savings Bonds Series ‘H” 100 $2,000 $ 60.00 
1000 Cleveland Elec. Illum. Ist 3s ‘89 98 980 30.00 
1000 Louisville & Nashville R.R. 
Ist ref. 338 2003 101 1,010 33.75 
35 Sh. Virginian Ry.(N.C.) $1.50 pfd. 30 1,050 52.50 
6 Sh. Amer. Tel. & Tel. 181 1,086 54.00 
30 Sh. Detroit Edison 36 1,080 48.00 
15 Sh. Guaranty Trust (New York) 82 1,230 55.50 
25 Sh. Sterling Drug 46 1,150 56.25 
10 Sh. Standard Oil (New Jersey) 114 1,140 45.50 
Total $10,726 $435.50 


Indicated Average Yield—4.0% 


(B) Portfolio for $25,000 Investment 


Recent 
Market 


Price 


3000 U. S. Savings Bonds Series “‘H” 100 
2000 Alum. Co. of Amer. deb. 3s ‘79 | 100 
2000 So. California Ed. Ist & ref. 3s ‘79 101 
2000 Lk. Sh. & Mich. So. Ry. Ist 32s ‘97 91 
2090 Texas Eastern Transmission 


deb. 438s ‘74 103 
30 Sh. American Chicle 63 
40 Sh. Commercial Credit 49 
60 Sh. Duquesne Light 35 
50 Sh. Philadelphia Electric 39 
30 Sh. Pittsburgh Plate Glass 66 
25 Sh. Texas Co. 93 
15 Sh. Union Pacific R.R. 153 

Total 


Indicated Average Yield—4.1% 


(C) Portfolio for $50,000 Investment 


Recent 





Approx. 
Cost 


$3,000 
2,000 
2,020 
1.820 


2,060 
1,890 
1,960 
2,100 
1,950 
1,980 
2,325 
2,295 


$25,400 


Income 





$ 90.00 
60.00 
60.00 
70.00 


87.50 
90.00 
104.00 
108.00 
110.00 
67.50 
95.75 
105.00 


$1,047.75 








Market Approx. 
Price Cost Income 
6000 U. S. Savings Bonds Series ‘’H” 100 $6,000 $180.00 
3000 Boston Edison Ist 3s ‘84 100 3,000 90.00 
3000 Illinois Cent. R.R. Ist H. 338s ‘89. 102 3,060 101.25 
3000 Niagara Mohk. Pow. Ist 3's ‘84 101 3,030 93.75 
3000 Shell Union Oil deb. 212s ‘71 95 2,850 75.00 
3000 T Gas Tran i 
deb. 414s ‘74 105 3,150 127.00 
50 Sh. A, T.&S.F. R.R. $2.50 pfd. (nc) 59 2,950 125.00 
50 Sh. American Home Products 71 3,550 150.00 
65 Sh. Consolidated Edison (N. Y.) 49 3,185 156.00 
40 Sh. Continental Can 79 3,160 120.00 
55 Sh. National Lead 61 3,355 115.50 
70 Sh. Ohio Edison 47 3,290 154.00 
70 Sh. Pacific Gas & Electric 47 3,290 154.00 
70 Sh. Safeway Stores 46 3,220 168.00 
60 Sh. Socony Vacuum 55 3,300 135.00 
30 Sh. Wrigley (Wm.) Jr. 89 2,670 127.50 
Total $53,060 $2,072.00 


Indicated Average Yield—3.9% 






































March 

In terms of the Dow industrial 
average, February was a_ so-so 
month, bringing a small net gain. 
Rails and utilities fared better, 
the latter despite the handicap of 
some further shrinkage in bond 
yields. In general, it was a much 
better month for _ speculative 
stocks, both in the industrial and 
rail sections, than for higher- 
grade issues. Since low-priced 
speculative issues have generally 
led the market in downturns from 
major highs, the basic trend must 
still be presumed to be upward, 
even though speculation is making 
for increasing vulnerability. No 
bell will ring when the top is 
reached; and eventual sharp re- 
versal, unless dictated by some 
shocking news, may well be pre- 
ceded by a gentle sag or sidewise 
movement which will look innocu- 
ous. March started on a strong 
note, but maintenance of it prob- 
ably will require further broaden- 
ing of speculative demand, accom- 
panied by increasing risks and 
quite possibly inviting a further 
boost in margin requirements. A 
market rise can carry for some 
time after the monetary authori- 
ties start trying to brake it, but 
the fact that they view it with 
some concern should be heeded by 
prudent people. Here is a tip: Do 
not “join the crowd” in over-spec- 
ulation. In the long-term record, 
March has been an upside month 
for the market in roughly three 
years out of five. What it might 
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be this year is, as usual, anybody’s 
guess. 


Dollar Averaging 


There is something to be said 
for accumulating good stocks, es- 
pecially growth stocks, on a long- 
term dollar-averaging basis, ig- 
noring all interim market swings, 
including even the major ones, 
and using judgment only in selec- 
tion of stocks. This involves in- 
vesting any fixed sum, say $1,000, 
at fixed and unvarying intervals, 
say quarterly, semi-annually or 
annually. Since more shares will 
be bought at low than at high 
prices, a satisfactory long-pull av- 
eroge of prices paid is assured. 
But those who sing the praises of 
dollar averaging usually tend to 
“gild the lily” and ignore some 
qualifications. If you start a dol- 
lar-averaging program at a high 
market level—and we now have a 
high market level—it may take 


Bristol-Myers 

Int. Minerals & Chemical 
Warner Bros. Pictures... 
Plymouth Oil 

Rohm & Haas Co. 


Bigelow-Sanford Carpet ..... ee 


Grumman Aircraft & Eng. 
Owens-Illinois Glass 
Smith-Corona, Inc. 


U. S. Gypsum 
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several or more years for it to | 
‘pay out in any degree, and you 


can be “under water” 


to be weighed against the prob- 


able greater risk of trying to gear 

in-and-out operations to the mar- | 
ket cycle. Second, small investors | 
have a problem of diversification | 
in embarking on dollar-averaging. | 
Third, it is one thing to start such | 


a program, another to have the 
intestinal fortitude to stick with 
it, or to have the means to stick 
with it, when the going gets 
rough. The Stock Exchange 
“monthly investment plan” is a 
dollar-averaging proposition. If 
you start it, there is no obligation 
to continue; but, because it is a 
formal commitment, you will prob- 
ably be more likely to stick with 
it, especially if the monthly sum 
involved is moderate, than you 
would do with a dollar-averaging 
program outside of the plan. 













1954 1953 

.. Quar. Dec. 31 $ .91 $ .36 
Quar. Dec. 31 58 -46 
.... Quar. Nov. 29 -48 -30 
Quar. Dec. 31 75 54 
Year Dec. 31 12.52 6.47 
Quar. Dec. 31 94 72 
Year Dec. 31 5.61 3.56 

.. Year Dec. 31 7.05 5.32 
Quar. Dec. 31 91 -46 
Year Dec. 31 19.89 11.88 
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Wlising Dividends 
47 A long dividend record, while 
ot to be minimized, is less impor- 
Want in making stock selections for 
onger-range investment than a 
ecord which indicates company 
Ppbility and willingness to increase 
Payments with much above aver- 
nge frequency. If the tendency is 
Witrong enough, it can justify ac- 
Weptance of below-average, or 
even low, current yields, since in 
ue time future boosts in divi- 
_ ‘fends will provide a satisfactory 
: % o good yield, plus probable capi- 














tal appreciation. Here are some 
Yexamples: Florida Power & Light, 
boosts in each year since 1946, 
Florida Power, 8 increases since 
1943; Central & Southwest, 7 
s/ boosts since 1947; McGraw-Hill, 
19 boosts since 1941; Mississippi 
4@ River Fuel, 6 since 1947; National 
Tea, 6 since 1943; Eastman Ko- 
' dak, increases in each of the last 
10 years; Halliburton, 6 boosts in 
"the last 7 years; Scott Paper, 8 
e boosts since 1947; Borden, 8 since 
- 1941; National Dairy Products, 
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{ hag | boosts in 9 out of the last 10 
oe | years; National Lead, a boost in 
gear § each of the last 6 years; Conti- 
eer ' nental Oil, 9 since 1941; Lily- 
seal _ Tulip Cup, 6 since 1941; Gillette, 
tion | 10 since 1941; Ohio Oil, 8 since 
ing | 1941; Dixie Cup, 8 since 1946; 
such | American Gas & Electric, 7 boosts 
the since 1948 ; Minnesota Mining & 
vith & Mfg., 8 increases since 1945; and 
tick fF Texas Utilities, boosts for the last 
. is 5 consecutive years. 
‘a Arithmetic 

If § Here are a few illustrations of 
ion | how “rising-dividend stocks” can 
; a — work out over a period of time. 
ob- | Florida Power & Light, at 64, now 





ith — yields less than 2.8% on a $1.80 
im — dividend. But the buyer at 20 in 
ou f— 1949, with that year’s range 2014- 
ne f 19, is now getting 9% return on 

' his investment, and has a profit of 


220%. At 3314, Central & South 
West yields slightly less than 4% 
on a $1.32 dividend. As late as 
1952, you might have bought it 
at 20 (range 2084-1614). Had you 
done so, your present yield would 
be 6.6%, profit over 67%. At4314, 
Florida Power yields about 3.7% 
on a $1.60 dividend. It could have 
been bought at, say, 18 as late as 
1951, when its range was 191,4- 
1714. The yield on that basis at 
present is 8.8%, profit 141%. 
These stocks are all growth utili- 
ties. Nobody can say whether divi- 
dend growth in nearby years will 
equal that of recent years. What 
can be said is that further divi- 
dend growth is very likely, and 
that buyers at present low yields 
probably will get a more than sat- 
isfactory long-term return in fu- 
ture yields and appreciation. 


Others 


Here are three similar exam- 
ples among industrials: At 57, 
Halliburton Oil Well Cementing 
yields 3.5% on a $2 dividend. 
Bought at 20 in 1951 (range that 
year 251-1534), the yield of the 
present dividend is 10%, the cap- 
ital gain 185%. At 39, National 
Dairy Products yields 4.1% ona 
$1.60 dividend. Bought in 1950 at 
20 (range 25-18), the yield would 
be 8%, the appreciation 95%. At 
61, Scott Paper yields a little un- 
der 3% on a $1.80 rate. Bought 
at 18 in 1950 (range 2434-1614), 
the present return would be 10%, 
the capital gain 239%. We cannot 
predict precisely how well these 
issues may work out in future, but 
we have little doubt that they will 
“pay off.” The point is that a low 
yield is not necessarily a valid 
argument against long-term buy- 
ing of a good stock. Conversely, a 
high yield on a speculative stock 
may be more of a warning of high 
risk than an invitation to buy. 
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1954 1953 
Year Dec. 31 $2.30 $4.40 
Year Dec. 31 2.77 4.51 
Year Dec. 31 2.85 6.10 
Quar. Dec. 31 65 1.10 
. Year Dec. 31 1.86 3.35 
6 Mos. Dec. 31 1.00 2.28 
Year Dec. 31 2.13 8.59 
12 weeks Jan. 15 32 1.98 
Year Dec. 31 1.41 3.36 
. 12 Mos. Dec. 31 1.49 2.20 
aoaaanees 




















Growth and Stability 


At this stage, those interested 
in buying growth stocks would do 
well to put emphasis on both sides 
of the coin—that is, growth po- 
tentials on the one hand; relative 
stability on the other hand, un- 
der adverse general business con- 
ditions or a falling market or 
both. Such issues can be called 
”relatively stable growth stocks.” 
Of course, they are not one-way 
stocks, immune to market decline. 
No stock can be. But they came 
nearest to that status. Electric 
utilities in growth areas, espe- 
cially in some southern territories, 
qualify. So do natural gas pipe 
line stocks of good grade. Few in- 
dustrials qualify. National Dairy 
is one. Ignoring the 1929-1932 de- 
pression as most unlikely to recur, 
earnings were higher in the slump 
year 1938 than in 1937; and 
higher in the recession year 1949 
than 1948. Scott Paper is unique 
for dynamic growth, combined 
with remarkable past immunity to 
general business slumps. It earned 
39 cents a share (adjusted to pres- 
ent capitalization) in 1929, 33 
cents a share in deeply depressed 
1932; 58 cents a share in the 
slump year 1938, against 55 cents 
in 1937; $1.52 cents a share in 
recession year 1949, against $1.04 
in 1948; $2.33 a share last year, 
under mild shrinkage in the gen- 
eral economy, against $1.92 in 
1953. 


Stock Groups 

Groups showing above-average 
strength in recent days up to this 
writing include air lines, alumi- 
num, baking, business machines, 
construction, department stores, 
drugs, food brands, machinery, 
meat packing, public utilities, rail- 
roads, rail equipment, shoes, steel, 
sugar and variety stores. 


Stocks 

A partial list of stocks which 
are reflecting above-average de- 
mand at this writing includes 
Aluminum Company, American 
Broadcasting-Paramount, Ameri- 
can Radiator, American Tele- 
phone, Atchison, Atlantic Coast 
Line, American Natural Gas, 
American Optical, Baltimore & 
Ohio, Bendix Aviation, Burroughs, 
Detroit Edison, General Tele- 
phone, Goodrich, Great Northern 
Railway, Harbison Walker, Hecht 
Company, International Business 
Machines, International Harves- 
ter, Kansas City Southern, Mag- 

(Please turn to page 798) 
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The Business Analyst 


WHAT'S AHEAD FOR BUSINESS? 


By E. K. A. 


One of the rather puzzling aspects of the current business 
picture is the inventory situation. Reports have been circulating 
for several months that a number of important industries have 
been producing well in excess of current sales levels, accumu- 
lating inventories against the 
possibility of labor difficul- 
ties this Spring. As a result, 
there is widespread belief 
that the upturn in business 
activity since last Summer 
has been largely in the na- 
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BUSINESS ACTIVITY; 


PER CAPITA BASIS 
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1935-39 z toe 


TWO ture of a fresh inventory 
— boom. 


However, factual inven- 
tory data from the official 
source, the Department of 
Creat Commerce, do not substan- 
AGO tiate the widespread reports 
of inventory build-up. Total 
business stocks on January 
31 of approximately $78 bil- 
lion, seasonably adjusted, 
were only a trifle higher 
than the low of $77.6 bil- 
lion last October and were 
somewhat below the Janu- 
ary, 1954, total of $80.7 
billion. 


In evaluating Department 
of Commerce inventory data, 
some allowance undoubted- 
ly must be made for the fact 
that these are “book val- 
ves.” Since business firms 
that are on the LIFO method 
of accounting tend to report 
rather constant inventory val- 
ves, stocks actually may 
have risen more than re- 
ported during the past few 
months. But, this would not 
be sufficient, in any event, 
to alter materially the evi- 
dence of the data as re- 
ported. 


In the past, there has been 
a distinct tendency for 
changes in the direction of 
business inventories to lag 
behind changes in business 
activity. In 1953, inventories 
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end of September, 
reaching their all- 
time high of $82 
billion, although in- 
dustrial activity 
turned down in July. 
The 1954 inventory 
decline continued 
until end-October 
although the low in 
industrial activity 
was recorded in 
July and August. 

Since the end of 
January, the latest 
cate for which sta- 
tistics are available, 
the overall inven- 
tory total may have 
increased at a more 
rapid rate than dur- 
ing November-Jan- 
vary. Increases during these months were concentrated at the 
retail level, and consisted to a large extent of automobiles 
and television sets. Automobile dealers’ stocks of new cars, 
according to trade estimates, increased to about 600,000 on 
March 1. This is a large figure, but automobiles have been 
selling better than expected. Somewhat similar conditions are 
reported with respect to television sets and some other con- 
sumer durables. However, in numerous instances, dealers have 
resorted to deep price cutting—at the expense of profit margins 
—in order to maintain sales volume. 


Manufacturers, as a general rule, are endeavoring to hold 
down their inventories of both materials and finished prod- 
ucts, which usually tend to rise on upturns in manufacturing 
activity. Losses taken during the inventory liquidation period 
last year are too fresh in their memory. Furthermore, supplies 
of materials—with the exception of a small number of items— 
are large for the most part, and there is little necessity for 
manufacturers to stock more than minimum coverage. On cer- 
tain scarce materials, such as steel sheets and copper, for 
example, manufacturers would like to carry a little more stock 
for safety’s sake but are prevented from doing so by supply 
stringencies. 


Retailers also are endeavoring to hold down their inven- 
tories. In soft goods, stocks—adjusted for seasonal variation— 
are lower than late last Spring and generally lower than a 
year ago when sales were running smaller. 


There is little evidence of any “inventory boom,” with its 


dangerous implications, although there are a few areas—as in 
dealers’ stocks of automobiles—where some trouble could arise 


continued to rise until the:n the event of a contraction in sales volume. 
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MONEY & CREDIT — The bond markets took on a mixed 
appearance in the fortnight ending March 7, with seasoned 
corporate obligations continuing to decline, Treasury securities 
rallying a bit and tax-exempts holding virtually unchanged. 
In the corporate field, large new offerings were floated in 
late February and early March with $385 million worth of 
bonds being offered in the week ending March 4. Prices had 
been marked down in anticipation of the flood of offerings 
and the new issues came to market at attractive prices. The 
big test of the market’s receptiveness came on March 3 with 
the offering of $250 million of General Motors Acceptance 
Corporation debentures. When these were over-subscribed in 
short order, the whole corporate bond market took on a firmer 
tone, indicating that a base of some importance had been 
reached. Among tax-exempts, the postponement of offering 
plans for several large issues made for a light calendar and 
seasoned bonds were able to maintain a stable front, with 
prices virtually unchanged in the two weeks under review. 
However, a real test of underlying demand in this sector is 
expected later in the season when sizeable new issues will be 
offered for sale. Federal obligations improved slightly in the 
two weeks ending March 7, in a natural rebound after the 
sharp decline of previous weeks. The longest term 40-year 3’s 
of 1995 were up 3/32 in the latest period while the 314s of 
1983-1978 added 5/16. 

The important role of the Federal Reserve and the banks 
in bolstering demand via expanding credit is clearly revealed 
by the late figures on bank loans and investments. Bank credit 
rose steadily during 1954 despite the business recession and 
by the year-end the total of loans and investments had risen 
to $156.2 billion, a $10.7 billion gain over a year ago. Nor 
has there been any reversal in the first month of 1955, with 
the year-to-year gain increasing to $11.8 billion. The credit 
expansion has directly affected the money supply which on 
January 26 was $9.5 billion greater than a year earlier. 

Indispensable factor in last year’s credit expansion was the 
Federal Reserve Board, which by its purchases of Government 
securities, reductions in the discount rate and a cut in reserve 
requirements, gave the banks the necessary wherewithal to 
increase their loans and investments. The Board has been 
following a stricter monetary policy in recent months but it 
has not been stringent enough to seriously affect the rising 
trend of the nation’s money supply. In fact, with commodity 
prices tending to ease and unemployment still far from minimal, 
some observers believe that the monetary authorities will 
exercise a great deal of caution in their use of credit tighten- 
ing instruments at this juncture. 





a. 
UO 


TRADE—Retail trade simmered down a bit in February after 
the strong showing in December and January. Department 
stores, which in January had been bettering year-ago figures 
by almost 10%, could show only a 2% year-to-year improve- 
ment in the four weeks ending February 26. For the week 
ending March 2, Dun & Bradstreet reports that nation-wide 
retail dollar volume was about 4% better than a year ago 
with the Midwest making the best showing. Apparel demand 
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was at high levels but food sales dropped a bit. Month-end 
clearances lifted sales of household goods substantially above 
last year. 


a. 
UO 





INDUSTRY—Industrial production was somewhat higher in 
February according to the Business Survey Committee of the 
National Association of Purchasing Agents. The business up- 
trend has induced a somewhat more aggressive inventory 
policy in some cases. However, where stocks have been in- 
creased, this has been in line with higher order backlogs and 
larger output. 

The MWS Business Activity Index has been strong during 
February, reaching 205.1 in the week ending February 26, 
up from an average of 202.8 for the month of January. Most 
pronounced strength last month was in crude oil runs to stills 
and in steel output, both of which were substantially higher 
than the previous month. 


0. 
.o) 





COMMODITIES—The sensitive daily commodity index of the 
(Please turn to the following page) 
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| 
| Latest Previous Pre- -—_ 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
{ Date Month Month Ago Harbor* 
: 
| MILITARY EXPENDITURES—$b (e) | Jan. 3.1 3.5 3.5 1.6 (Continued from page 777) ———— 
Cumulative from mid-1940____ | Jan, 577.0 573.9 533.5 13.8 | Bureau of Labor Statistics fell further in the ; _ 
two weeks ending March 4, losing 2.2%|—| ™ 
| ct mca sar 27822783 2748552145 Close at 89.0% of the 1947-1949 over. f | Du 
MONEY SUPPLY—$b age. This is the lowest level the index has Dacsonte 
Demand Deposits—94 Centers. Feb. 23 56.7 56.6 54.0 26.1 reached since March, 1954. The all-time [| caRLO: 
Currency in Circulati Mar. 2 29.8 29.8 29.9 10.7 high for this index was set in February, Misc. 
| BANK DEBITS—(rb3)** 1951, at 135.1 and the subsequent bottom | Mdse. 
| New York City—$b Dec. 62.6 63.2 55.4 16.1 was 85.4 in October, 1953. In the latest Grair 
344 Other Centers—$b_______| Dec. 103.2 99.1 947 29.90 | week, the greatest weakness was in the} | jec. F 
livestock component which lost 4.8% while | | —— 
PERSONAL INCOME—$b (cd2) Jan. 290.7 291.4 284.9 102 raw foodstuffs were off 2.6%. Metals were SOFT ¢ 
Sclaries and Wages Jon, 99 196 195 ” firm during the period, adding 0.5%. | —_ 
| Proprietors’ | Jan. 49 49 50 23 -—. we a Stock 
FY dA —_ 
oenaalane > 7 7 15 10—«| CONTRACT AWARDS for new. con. |})| mmo 
' struction continued to set records in Febru- 
INCOME FROM AGRICULTURE) Jon. 15 15 17 3 ssi, aaa es AAG tian, on bad et 
POPULATION—m (e) (cb) Jon. 163.9 163.7 161.1 133.8 | gest February in history and 5% ahead of Fuel 
Non-Institutional, Age 14 & Over | Jan. 116.9 1168 1157 1018 | January, F. W. Dodge Corporation has re- Bosse 
Civilian Labor Force__________| Jan. 63.5 63.5 62.8 556 | ported. The residential field has been LUMB 
Armed Forces. Jan. 3.2 3.3 3.5 1.6 | achieving the biggest gains with $744 mil- Stor 
unemployed Jon. 3.3 2.8 3.1 3.8 | lion worth of contracts placed in February, —— 
Employed Jon. 60.2 60.7 59.8 51.8 |46% ahead of a year ago. Nonresidential —_ 
In Agriculture ——__ | jan, 53 5.3 5.3 8.0 awards, at $534 million were 14% above _Ge 
Non-Farm Jan. 549 55.4 545 43.2 |February, 1954 and heavy engineering ENGI 
Weekly Hours Jon. 408 41.3 41.8 420 | awards of $303 million showed a year-to- AV 
®MPLOYEES, Non-Farm—m (1b) Jan. 78 4695 48) 375 | Year gain of 24%. ; Pons 
Government rst <n - 2 a Some observers are worried by the high MISC 
Trade yt me ewe wa mi level of home building pointing out that a Po} 
Factory nm a. oe ni ip surfeit of houses is beginning to show up Cit 
Weekly Hours__ ca pd os 4 40.4 |i some sections of the country. With new | 
Hourly Wage (cents) ae vad on in a family formation proceeding at the rate of 
Weekly Wage ($) aie: 7397 7430 7092 2133 | 00,000 a year and normal replacement — 
PRICES—Whelosale (ha) demand for homes estimated at an addi- sdib- 
Mar. 1 0.1 110.30 110.5 66.9 | tional 300,000 it is felt that it will be diffi- (193. 
wma Dec. 207.4 2076 209.1 116.2 | cult to maintain the current production rate tons. 
COST OF LIVING (Ib2) “ea 1143 1146 1149 659 of some 1,400,000 new dwelling units a wd 
He Dec. 110.4 1111 1123 © «649 —=«| YEOr. so peat a — 
oti i . 
Rent “a a ce weed Consumers are buying new PASSEN- _. 
GER CARS oat a fast clip with retail sales 
RETAIL TRADE—$b°* in the first eight weeks of the new year No. 
Retail Store Sales (ed)_________ | Dec. sre sina = 47 | estimated at 1 million vehicles. This is an Issu 
Durable Goods ae, sp - “ss 1.1 | amazing sales rate, especially for a period 300 
Nes-Durcble Goods___._| Dec. sie ia sad 3.6 | which is normally a slow one on a seasonal oa 
Dep't Store Sales (mrb)________| Dee. _— ~ vee 0.34 | basis. Of course, the auto companies are 3 
Consumer Credit, End Mo. (rb) er rons 29.2 20.5 7 going all-out in their sales campaigns this 10 
MANUFACTURERS’ year and this may mean that they are sell- : 
New Orders—$b (cd) Total** Jan. 25.1 25.3 20.7 14.6 | ing customers who would usually be in the 7 
Durable Goods Jan. 12.5 12.3 8.5 71 market in the Spring and Summer months. 9 
Non-Durable Goods_____———_—‘ Jan. 12.7 13.1 12.3 7.5 | In that event, sales could fall substantially, 6 
Shipments—$b (cd)—Total**____| Jan. 24.8 24.8 23.9 8.3 | later in the year. Auto output thus far has : 
Durable Goods Jan. 12.3 12.0 11.6 41 been even higher than sales and close to é 
Non-Durable Goods_______———_—‘ Jan. 12.6 12.8 12.3 4.2 | 600,000 cars were in dealers’ hands on 3 
March 1. This will necessitate a cut-back , 
BUSINESS INVENTORIES, End Mo.°° in output later on, even if demand con- 
Total—$b (ed) Dec. 77.5 TIT 81.1 28.6 tinues at its present rate. : 
Manufacturers’ Dec. 43.8 43.8 46.7 16.4 + * * ‘ 
Wholesalers’ Dec. 15 1:7 11.7 4.1 New orders for MACHINE TOOLS in 
Retalllers’ wa — ™ = 7" January were slightly above the high levels | 
Dept. Store Stocks (mrb)___| Dec. 2.4 2.5 25 1.1 of December and the index of such orders, ) 
BUSINESS ACTIVITY—1—pec Feb. 26 205.1 204.2 1867 141.8 | compiled by the National Machine Tool 
(M. W. S.)—1—np Feb. 26 258.2 257.1 «231.1. ~=«-146.5_—! Builders Association, stood at 203.6% of ‘ 
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Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 
| INDUSTRIAL PROD.—Ia np (rb) Jan 131 130 125 93 the 1945-1947 average. This compares with 
| Mining Jan 121 117 113 87 a level of 119.5% only two months earlier. 
Durable Goods Mfr. Jan 146 145 141 88 Shipments of machine tools in January, 
Non-Durable Goods Mfr Jan 119 118 113 89 dipped to 167.8% of the base period from 
CARLOADINGS—t—Total Feb. 26 635 655 = -595.s«93B 203.4% the previous month and output 
saine. Freight Feb. 26 338 343 331 379 also was substantially lower. With new 
iti & £4 Feb. 26 56 “ 59 66 orders high and shipments down, the order 
Greta Feb. 26 “ “ 42 3 backlog has been rising. As a result it 
would have taken 3.7 months at current 
ELEC. POWER Output (Kw.H.) m Feb. 26 9725 9,912 8,396 3,266 rates of production to fill all orders now on 
SOFT COAL, Prod. (st) m Feb. 26 8.8 8.9 68 10.8 the books. This compares with 3.3 months 
Cumulative from Jan. 1 Feb. 26 69.6 608 64.3 446 | in December and 3.1 months in November. 
Stocks, End Mo. Jan 65.9 69.2 75.7 61.8 However, this ratio is still materially below 
PETROLEUM (bbls.) m a: Poy 8 Daa ae 
Crude Output, Daily Feb. 25 6.8 6.8 6.3 ae Eras P 
Saitieatiniie Feb. 25 181 177 177 86 period to complete all orders then on 
Fuel Oil Stocks Feb. 25 46 47 46 94 the books. 
Heating Oil Stocks Feb. 25 69 71 69 55 me: 
LUMBER, Prod.—(bd. ft.) m Feb, 26 264 258 237 632 Corporate CASH DIVIDEND PAY- 
Stocks, End Mo. (bd. ft.) b Dec. 9.1 9.1 9.0 79 MENTS rose to $721 million in January, a 
STEEL INGOT PROD. (st) m en 8.8 83 8.0 7.0 4% gain over a year ago, the Commerce 
Cumulative from Jan. 1 Jan. 8.8 883 880 74.7 | Department has reported. The rise in Janu- 
ON ary payments centered in public utilities 
AWARDS—$m (en) Mar, 3 373 -312,—S=—«208 94 = ong ae — gains of 11% 
Cumulative from Jan. 1 Mar. 3 2,753 2,380 1,741 5,692 pas + — eee pe 
ments by manufacturing concerns were 
MISCELLANEOUS slightly lower, mainly the result of shifts 
Paperboard, New Orders (st)t Feb. 26 229 249 213 165 in payment dates. Makers of electrical 
Cigarettes, Domestic Sales—b Dec 29 30 33 17 machinery had a substantial increase in 
Do., Cigars—m Dec 433 554 456 543 payments and chemical companies also 
Do., Manufactured Tobacco (Ibs.)m. | Dec 15 16 16 28 increased their distributions. 





b—Billions. cbh—Census Bureau. 


t—Thousands. *—1941; 


cd—Commerce Dept. 
cdlb—Commerce Dept. (1935-9—100), using Labor Bureau and other data. e—Estimated. en—Engineering News-Record. 
(1935-9—100). la—Seasonally adj. index (1947-9—100). Ib—Labor Bureau. Ib2—Labor Bureau (1947-9—100). Ib3—Labor Bureau (1935-9— —100). It—Long 
tons. m—Millions. mpt—At mills, publishers and in transit. mrb—Magazine of Wali Street, using Federal Reserve Board Data. np—Without compensation 
for population growth. pc—Per capita basis. rbh—Federal Reserve Board. rb3—Federal Reserve Bank of N. Y.—1941 data is for 274 centers. st—Short tons. 
November, or week ended December 6. **— dj 





cd2—Commerce Dept., seasonally adjusted monthly totals at annual rate, before taxes. 


1—S lly adjusted index 
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No. of 1954-'55 Range 1955 1955 a oat 55 yong : be prong 
: ov. 14, , Cl— ig ow eb. ar. 
Issues (1925 Cl.—100) High = Low = Feb.25 Mar.4 | 109 HIGH PRICED STOCKS 195.2 1240 190.6  195.2H 
300 COMBINED AVERAGE.......... 306.9 192.8 300.8 306.9H | 100 LOW PRICED STOCKS 381.6 225.0 373.8 381.6H 
4 Agricultural Implements.......... 302.7 1897 294.6 302.7H 7 Ll FRR CHEN SMe arp iriceepe Rear 827.4 517.4 749.0 770,4 
3 AirConditioning ('53CIl.—100) 123.0 99.0 113.7 116.0 4 Invest. Trusts ............ 157.1 99.5 148.2 157.1H 
10 Aircraft (‘27 Cl.—100)........... 1084.9 404.4 1084.9 1047.8 3 Liquor (‘27 Cl. —100).. Hiceetoncens 1080.1 805.8 1015.3 1026.1 
7 Airlines (‘27 Cl.—100)............ 1169.6 512.3 1159.2 1159.2 atl) . 369.6 210.0 363.1 369.6H 
4 Aluminum (‘53 Cl.—100)........ 242.3 99.0 222.6 242.3H Oe: "eee 174.0 110.2 172.4 172.4 
f PON 6. sd cxsenscacsenessse 159.8 87.6 156.6 155,0 ee 126.0 85,7 123.6 126.0H 
9 Auto Accessories .................... 340.0 241.3 BF 340.0H 5 Metal Fab‘cat’g (‘53 Cl.—100) 178.8 101.1 175.5 178.8H 
6 NOMIC ENOD ssc csc0cece:ceicissseeissss 47.5 38.4 45.2 46.2 10 Metals, Miscellaneous ........... 390.7 215.1 383.5 387.1 
4 Baking (‘26 Cl.—100)..... 29.8 23.0 27.2 29.8H ee RIN acces oats scedesaccencssicenseseten 823.7 466.0 823.7 823.7 
3 Business Machines .................. 857.5 362.3 810.9 830.9 ee ETON 656050 .nacscsseceedecaseses 632.1 412.1 614.0 632.1H 
GQ GRMMEINE o-oo coceoed vasssezsvy ones 501.0 3693 486.3 486.3 22 Public Utilities ................00..... 249.1 194.4 244.3 249.1H 
3 Come OAMIRD «0.25 .5.50005ssssecseve- 18.3 9.4 17.1 18.3H 7 Rail Equipment 84.6 52.8 83.1 84.6 
4 Communication ................05 112.4 61.0 108.1 TRZARO) P20 em NN ooo coos 0 cscs cnet cs cncveseneoes 72.6 51.0 70.0 72.6H 
GOMER CIE 25 ccccsnesncssceneeveons 118.5 64.0 116.3 118.5 Sr Seal LIRIAS no. 02s cconcsuessntvccssence 487.5 380.1 487.5 487.5 
T CORIGINOE  ...-..0:2-2.20c.seceeeseseese 725.9 495.4 704.1 711.4 11 Steel & Iron ..... 246.3 133.8 237.3 246.3H 
7 COPPOR ...........-c.cencoesserescesesronce 261.6 140.6 259.3 261.6H MIN oases cn ces conse cegseveennnves 60.7 47 3 57.2 57.8 
2 Dairy... eecsecss eee eeseeseneessen 129.1 102.0 1188 118.8 7. CAT eR ee ieee 888.6 5643 846.7 888.6H 
MARI OREO ooo occ ss cencscstesesens- 85.6 56.8 84.0 84.8 10 Television (‘27 Cl. —100)... 45.6 29.0 44.4 45.2 
5 Drugs—Eth. (’53 Cl.—100)...... 140.4 97.0 133.7 140.4H | 5 Textiles 2... occcccccceeeeee 161.9 101.3 154.4 161.9H 
6 Elec. Eqp. (‘53 Cl.—100)........ 174.7 99.0 173.2 174.7 3 Tire & Rubber 150.8 86.3 145.0 149.4 
RNR onsen seraccaesssnseasresenes esse 626.5 394.8 589.6 614.2 OP MONMININD odo Svcic secs encavess 87.1 73.5 81.9 83.6 
6 Food Brands .... 279.7 194.6 269.2 279.7H 2 Variety Stores 317.7 274.4 308.8 311.9 
3 Food Stores 151.6 130.2 144.9 143.5 15 Unclassified (‘49 Cl.—100)...... 153.7 106.2 152.2 153.7 











H—New High for 1954-55. 




















Trend of Commodities 





The decline in commodity futures continued unabated in the 
two weeks ending March 7 and the Dow-Jones Futures Index 
lost 7.18 points during the period to close at 156.22, lowest 


level since October, 1953 and not far from that year’s bottom 


of 153.8. Grains were under pressure during the fortnight 


and May wheat gave up 7% cents to close at 209. Adminis- 
tration officials have expressed concern over the size of sur- 
plus wheat supplies and are reportedly weighing plans to 
release a large amount of Government held wheat for feed 
purposes. There is also talk that price supports for next year’s 
crop may be based on 75% of parity, versus the current 
82%2% basis. Export business for the bread grain has been 
slow and the large surpluses among foreign producers indi- 
cates that competition will be keen. May corn lost 9'% cents 


closing level for the life of the option. Demand has bee, 
slight and the heavy long interest, built up in the closin 
months of 1954, is now finding it difficult to liquidate hol 
ings. May cotton lost a total of 142 points in the fortnighhy 
ending March 7, suffering a downside penetration of its lon 
sidewise movement, but still more than 100 points above jt 
low for the life of the option. The cloth market has bee, 
quiet for some weeks and the rate of exports has been ref 
ceding from previous high levels. Some foreign consumers arh' 
putting off purchases in the belief that the United States moy 
adopt a system of export subsidies next season. This would) 
mean lower prices abroad for our cotton. Rubber prices have) 
been weak recently and the May option lost 2.13 cent. 
Main reason for 














































































































































































































the decline was the abnormal spread 
in the two weeks ending March 7 to close at 142, lowest between prices of natural and synthetic rubber. 
WHOLESALE COMMODITY PRICES 
130 ’ 130 
ALL COMMODITIES 
1947-49 = 100 
120 + 
NON-FARM PRODUCTS 
0 
10 7 ig 
0 AL, 
110 
90 
| 
FARM PRODUCTS| | | 
70 an | 
Bh | 
60 90 JFMA 
1948 1949 1950 1951 1952 1953 1954 1955 =” ee 
1955 
U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—1947-1949, equals 100 
Date 2Wks. 3Mos. 1Yr. Dec. 6 Date 2Wks. 3Mos. 1Yr. Dec.é 
Mar.4 Ago Ago Ago 1941 Mar.4 Ago Ago Ago 1941 
22 Commodity Index ..................00000. 89.0 91.0 89.9 88.2 53.0 5 Metals .. scevdowasnit 104.6 104.1 99.0 81.1 54. 
2 RN: 86.6 889 91.8 99.7 46.1 DE RWMNNINO 6 s0% Si -ctoscacessnxocabissoiaes 85.6 86.2 85.1 86.8 563 
3 Raw Industrial ....0.0.....ccccceceeeee 90.6 92.3 886 80.9 58.3 4 Fats & Oils . ane 65.1 67.55 688 742 554 





RAW MATERIALS SPOT INDEX 
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14 Raw Materials, 1923-25 Average equals 100 


Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 

1954-55 1953 1952 1951 1945 1941 

DO scsscsscecexcss 154.4 162.2 181.2 215.4 
Ree eae: 147.8 147.9 160.0 


1938 1937 


111.7) 88.9 57.7 86.6 
176.4 986 58.2 47.3 546 





High 
Low ........ gee 156.2 253.8 





COMMODITY FUTURES INDEX 
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Average 1924-26 equals 100 
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Union Oil of California. Though sales for 1954 
were the highest in the company’s history, net earn- 
ings fell off to $5.26 a share compared with $5.59 a 
share in the previous years. Sales rose to $351 mil- 
lion compared with $325 million in 1954. However, 
additional costs incurred in the search for new oil 
and gas reserves and enforced curtailment of pro- 
duction in states outside of California contrived to 
moderately reduce net income. The decline in earn- 
ings is not especially significant as compared with 
the very large “cash” earnings of the company, with 
some estimates as high as $14 a share. Recent financ- 
ing in 3% convertible bonds has been successful. 
The stock is one of the better grade oils and should 
make a satisfactory holding over the long pull. 







Kern County Land Co. Conspicuous strength of 
this stock in recent weeks has again called attention 
to companies with particularly large oil-land hold- 
ings. Another of these issues is Deep Rock Oil Co. 
Last autumn, the company sold certain properties to 
the General American Oil Co. for $22 million cash 
and 100,000 shares of General American. Part of 
these funds are diverted to new gas and oil ventures 
in many states, including Alberta, Canada, and in 
Cuba where it owns 5.2 million acres of concessions 
jointly with Sterling Oil Co. of Oklahoma. 


Safeway Stores, Inc. The decline in 1954 earnings 
to $3.52 a share compared with $4.31 a share in 1954 
was due to a deliberate move by the company to off- 

set “trading stamp” competition 
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sues over the past year. Other air- 
craft manufacturers were sym- 
pathetically affected, including 
Boeing and Lockheed among the 
leaders. Selling also spilled over 
into stocks particularly identified 
with defense contracts. On the 
basis of the merits of the case, 
nothing much should come of the 
inquiry but it is undeniable that 
the situation has political aspects 
which might be used with advan- 
tage by those Congressmen who 
believe they may gain votes by 
placing this category of com- 
panies on the defensive. 


Clevite Corp. issued a disap- 
pointing report for 1954, showing 
$1.33 a share in earnings against 
$1.77 a share the previous year. 
On an adjusted basis (the stock 
was split two-for-one in 1952) 
earnings in 1952 were $1.97 a 
share. The downward tendency of 
earnings was accentuated last 
year owing to the decline in sales 
in autemotive equipment and 
farm equipment, in particular. 
The company has recently taken 
over the business of the Technical 
Instrument Co. of Houston, Texas 
for an undisclosed sum. This, pre- 
sumably, is in furtherance of 
building up the electronics end of 
the business, which would offer 
the company the possibility of 
greater diversification and a 
broader earnings base. 


Zenith Radio Corp. With the 
stock recently getting close to the 
100 mark and showing strength 
exceptional for the Radio-TV 
group, the reason probably is to 
found in the possibility of a stock 
split. At any rate the stock has 
been acting like a stock split can- 
didate for some months. 


Campbell Soup Co. has issued 
its first earnings report since list- 
ing on the New York Stock Ex- 
change. For the six months ended 
January 31, earnings were $1.60 
a share compared with $1.52 a 
share in the corresponding period 
of the previous fiscal year. The 
company is energetically imple- 
menting its policy of adding new 
products and plants to produce 
these products. Three new plants 
for producing frozen soups—an 
increasingly important develop- 
ment—have been completed at 
Camden, N. J., Chicago and Sacra- 
mento, Cal. 


International Paper Co. A new 
$20 million newsprint mill will be 
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constructed by this company at 
Mobile, Ala. The mill will have a 
capacity of 100,000 tons a year. 
The move is a logical one, as Mo- 
bile is the division headquarters for 
Southern Kraft, a subsidiary. Ac- 
cess to an ample supply of timber, 
water and labor influenced the 
company in its decision. This 
marks another of the significant 
improvement and expansion de- 
velopments of this leading paper 
manufacturer which is looking 
ahead some years to a greatly in- 
creased output. 


Koppers Co. is forging ahead 
rapidly in its expansion of pro- 
duction of finished chemicals. 
While it continues as an important 
maker of bulk chemicals, includ- 
ing gas, coke and metal products, 
the more dynamic phases of its 
growth apply specifically to fin- 
ished chemicals which it sees as a 
prime source of enlarged profits 
in future years. In the meantime, 
it has been receiving substantial 
orders for equipping various-type 
plants in foreign lands; one, the 
engineering and equipment for a 
blast furnace in Spain and the 
other, in conjunction with Fire- 
stone, for the building of a sty- 
rene monomer plant in Brazil. 
The Export-Import bank has 
granted a loan of $2.5 million to 
cover part of the cost of this plant 
which, when completed, is esti- 
mated will cost considerably more 
than this sum. 


First National Bank (N. Y.). 
Stockholders will be paid $550 a 
share in the forthcoming merger 
between this bank and the Na- 
tional City Bank, which will prob- 
ably be approved by stockholders 
when they meet to decide the is- 
sue March 30. Some stockholders, 
however, are not too pleased at 
the merger owing to the fact that 
they will then be subject to the 
capital gains tax. The “forced” 
acceptance of cash will compel 
First National Bank stockholders 
to seek reinvestment of the unex- 
pected funds. This may prove a 
factor of some importance in the 
securities market as the prospec- 
tive payment in cash to stock- 
holders will amount to $165 mil- 
lion. No doubt, a substantial por- 
tion of this sum will find its way 
sooner or later into the investment 
markets. 


National Gypsum Co.: One of 
the most dynamic growth units in 
the building materials industry, 
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; ; 
recently reported record earning} 
and sales for 1954. Volume las 


year increased 8.4% to $126.6 milf 
lion from $116.8 million in 1953} 


while net income jumped to $4.55 
a share from $2.71 the year pre. 
vious, a gain of 68%. At the sam 
time, it announced a large ney 
expansion program to cost from 
$60 million to $75 million over the 
next five years including extensive 
facilities in five different areas. In 
addition, the company has _ just 
filed a registration with the S.E.C, 
covering 464,325 shares of com. 
mon stock to be offered stock. 
holders on the basis of one new 
share for each six held of record 
March 21, 1955 at a price to be 
determined later. 


Allied Chemical & Dye Corp.: 
Due to the generally lower level of 
industrial activity and a drop in 
steel operations sales of Allied 
slipped 3% last year, amounting 
to $530.7 million down from 
$545.5 in 1953. Net inceme eased 
to $4.80 a share compared with 
$5.10 a year previous. One factor 
in this lower net was a charge of 
$4.7 million for starting-up ex- 
penses for a number of new im- 
portant plants, Allied spent almost 
$230 million in the past two years 
for new facilities which should 
have a material effect in larger 
gross and earnings this year. 
Sales in January and February 
are understood to have been at 
record levels, with March holding 
at the same rate. 


General Precision Equipment 
Corp. reported a significant 1954 
gain, somewhat beyond expecta- 
tion, both in sales and net income. 
On gross of $123.3 million it 
earned $6.49 per share on 797,121 
shares outstanding at last year- 
end, compared with a volume of 
$87.7 million or $5.09 a share on 
649,087 shares in 1953. Once iden- 
tified primarily as a supplier of 
theatre equipment, it has under- 
gone a transition into a company, 
aided by valuable acquisitions, 
that is now a major factor in the 
electronic and precision instru- 
mentation fields and more re- 
cently, guided missiles, flight con- 
trols and other scientific products. 
It is achieving a corporate set-up 
of both integration and develop- 
ment scope, intriguing in its 
growth potential. 


Burroughs Corp. Earnings in 
1954, including world-wide opera- 
(Please turn to page 798) 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subscription should represent thousands of dollars in value to you. It is 
subject only to the following conditions: 

1. Give all necessary facts, but be brief. 

2. Confineyour requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self- 


4. No inquiry will be answered which is mailed in our postpaid reply 


5. Special rates upon request for those requiring additional service. 





Public Service Electric 
& Gas Company 

“I am interested in stable income in- 
vestments in defensive industries. Would 
Public Service Electric & Gas Co. of 
N. J. qualify? Please furnish recent 
data.” M. J., Dover, Delaware 

Public Service Electric & Gas 
serves a population of almost 4 
million in New Jersey. About 
three-quarters of the revenues 
come from electricity and the rest 
from gas. A non-consolidated 
transit subsidiary furnishes trans- 
portation for most of the state. 
The area served is engaged in 
broad manufacturing activities. 
New highway construction will 
enhance the territorial growth. 
Earnings have shown good stabil- 
ity over the years and dividend 
yield is excellent. 

With new records for the sale of 
electricity and of gas made in 
1954, net income of Public Service 
Electric & Gas Co. for the year 
amounted to $27,541,724, an in- 
crease of $1,978,917 over 1953. 

Earnings per share of common 
stock in 1954 amounted to $2.00 
per share based on 9,685,186 
shares, the average number of 
shares on which dividends were 
paid. This compares with earnings 
og $1.99 per share in 1953 based 
on 8,386,178 shares. 

Operating revenues of the com- 
pany in 1954 totaled $249,527,945, 
and of this amount 70% was de- 
rived from electric operations and 
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30% from gas operations. 

In 1954, total operating revenue 
deductions amounted to $210,094,- 
085, or $15,504,925 more than in 
1953. This increase was mainly at- 
tributed to costs incurred to pro- 
duce the greatest quantities of 
electricity and gas sold, higher 
wage levels and increased taxes. 

Expenditures for electric and 
gas plant additions and improve- 
ments last year were $88,677,757, 
a record one year expenditure for 
the company. The company’s con- 
struction program as of December 
31, 1954, amounted to approxi- 
mately $200 million, based upon 
recent prices. It is estimated that 
about $90 million will be expended 
in 1955 and the balance in subse- 
quent years. A substantial part of 
the cost of the present construc- 
tion program is applicable to the 
proposed new Linden generating 
station. 

Since 1951 the company has 
been actively engaged in studies 
for the use of atomic energy for 
the generation of electricity. It has 
contributed manpower and funds, 
along with 32 other companies, to 
the Atomic Power Development 
Associates, an organization con- 
centrating on the actual design 
and eventual construction of an 
economical commercial power re- 
actor. 

Prospects continue favorable. 

Dividends in 1954 totalled $1.60 
per common share and 40 cents 













continues as the regular quarterly 
rate. 


Associates Investment Company 

“As a subscriber to your magazine for 
the past five years, I am taking advan- 
tage of your answers to inquiries. Please 
submit recent earnings of Associates 
Investment Co., dividend payments and 
prospects over coming months.” 

W. R., San Francisco, California 

Consolidated net earnings after 
taxes of Associates Investment 
Company and subsidiaries in- 
creased by 16% to $15,679,790 in 
1954, a new company record. 
Earnings the year before were 
$13,504,062. 

Total 1954 finance volume of 
Associates Investment Company, 
fourth largest of America’s auto- 
mobile finance companies, was 
$1,058,501,445, a figure in excess 
of $1 billion for the third consecu- 
tive year. 

Earnings were equal to $4.85 a 
share on 3,125,472 shares of com- 
mon stock outstanding against 
$4.19 a share on the same number 
of shares in 1953. 

Total receivables outstanding at 
December 31, 1954 were $526,537,- 
405 against $550,851,124 a year 
before. Of the year-end outstand- 
ings, $460,027,358 represented re- 
tail motor vehicles installment re- 
ceivables, up nearly 6% from 
$434,574,458 at the close of 1953. 

Prospects for 1955 continue 
favorable. 

Dividends in 1954 totalled 1$1.80 
per share and quarterly rate was 
increased recently to 50 cents per 
share. 

With automobile sales high in 
the first quarter of 1955, install- 
ment receivables have increased 
and further gains may be antici- 
pated this Spring and this should 
aid operations of Associates In- 
vestment Co. 


Eastman Kodak Company 


“T am a business man and interested 
primarily i n long term growth invest- 
ments. Please submit recent operating 
records of Eastman Kodak Co., finan- 
cial position and growth prospects.” 

R. S., Atlanta, Georgia 


(Please turn to page 800), 


~ 
783 





| 








Ambitions of Meany 
and Reuther 





(Continued from page 747) 


the wage movement to be made 
first against great aggregations 
such as General Motors, Ford, 
United States Steel and such 
large entities in the expectation 
of establishing a pattern after 
which it is planned that a vast 
and united union pressure will 
force all or nearly all other in- 
dustries to conform. 

The American Federation of 
Labor membership has not yet 
worked up such a high fever for 
the guaranteed annual wage as 
the CIO affiliates but it would be 
no more than a natural develop- 
ment that many AFL members 
would look with longing at the 
rosy prospects held out to Mr. 
Reuther’s devotees. In the mean- 
time, it is certain that a threat 
of a unified stand, will be used 
in the forthcoming annual wage 
negotiations. 


Purchasing Power and the 
Guaranteed Wage 


A principal basis for a demand 
for a guaranteed annual wage 
has been the theory, so insistently 
stressed by the CIO camp and to 
some degree by all organized la- 
bor, that higher and steadier 
wages, by creating a greater ag- 
gregate purchasing power in the 
hands of millions of workers, will 
constitute insurance against de- 
pression. Using the labor press 
to the utmost and every other 
possible means of propaganda 
this theory has been preached. 
The CIO and, indeed, economists 
cf other groups consistently ig- 
nore the clear historical evidence 
that purchasing power seems not 
to be directly related to cycles of 
boom and depression. 

Although the best talents in the 
fields of economics and statecraft 
have for generations been de- 
voted, here and elsewhere, to find- 
ing the answer to the riddle of cy- 
clical booms and_ depressions, 
there remains some inner mys- 
tery which so far has defied any 
but the most theoretical solution. 
What experience does show, how- 
ever, is that most depressions 
have started when consumer in- 
come has been high. On the eve 
of the Great Depression of the 
’Thirties purchasing power in the 
hagds of the people was the high- 
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est in the history of the Nation. 
Although the slogan later rose to 
plague him, Herbert Hoover 
could not possibly have called for 
two cars in every garage if there 
had not already been one. The 
Stock Market collapse would not 
have occurred had not fantasti- 
cally large numbers of people had 
extra money with which they felt 
free to gamble. 

And, of course, a parallel mys- 
tery appears to be that periods 
of recovery, developing into 
something akin to booms, start 
when consumer incomes are at a 


low level. It would be folly to. 


urge that large and widespread 
purchasing power causes depres- 
sions but it is demonstrably true 
that such purchasing power does 
not prevent them. And it is the 
very heart of Reuther’s argument 
in the instant discussion that 
large purchasing power will act 
as experience has shown it does 
not act! 

The United States, over a long 
period of years, has been the most 
prosperous and has had the high- 
est standard of living of any na- 
tion in the world. Because of this 
steady advance we have reached 
the phenomenal position where a 
very substantial part of the aver- 
age person’s income can be spent 
according to his discretionary 
dictates. In most countries there 
is no such discretion. After the 
imperatives of food, shelter and 
raiment, for most of the world 
there is nothing left to spend. In 
the United States the discretion- 
ary surplus has been placed as 
high as 40 per cent. Even ten 
per cent would loom large for 
most of the world. 


Out of this margin the indi- 
vidual decides what he will buy, 
how he will allocate his discre- 
tionary surplus, indeed whether 
he will buy anything beyond 
sheer necessities in some given 
period. Exercise of that discre- 
tion spells the fate of American 
business outside the absolute 
staples of life and, even as to 
those staples—whether a house- 
wife buys macaroni or bread for 
a meal, whether wool or cotton 
for clothing, whether a rubber or 
a leather-soled shoe, whether a 
house or a rented apartment. Ob- 
viously, in the field beyond the 
necessities, the competition for 
the discretionary dollar of spend- 
ing power is so furious that pur- 
veyors spend millions in various 
advertising media to sway public 
choice. Whether or not the public 
is amused by a certain clown may 
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spell the difference for a seagq) 
between prosperity and near of 
complete bankruptcy for a man} 
ufacturer! 4 

An event, an individual, cap} 
turing public acclaim may alte) 
tastes and styles over night, mak} 
ing one set of fortunate manufgp. 
turers while ruining anothe 
The expression of the opinioy 
of some physicians has recentl 
caused not a few consumers { 
fear the effects of cigarette smok. 
ing with interesting results 
There was a marked falling of 
in total sales, doubtless reflectej 
here and there in unemployment 
but there also came the vogue of 
the filter cigarette, creating 4 
whole new field of manufacture 
and employment. No wizard 
could have foreseen any of this 
and yet such things but illustrate 
what varied and_ unsuspected 
winds change the direction of 
public whim. 

The level which prices have 
reached in a given season, the 
availability of credit, the supply 
of certain kinds of goods, wide- 
spread inexplicable popular de- 
cisions to wait for a change, 
promises of fresh processes, of 
new styling, all the whims to 
which a_ half-spoiled public is 
heir to—all bear upon the suc- 
cess or failure of businesses. 
One of the great certainties of 
business life is that there is no 
such thing as certainty. 

And yet, the insistent plea of 
millions of workers is that they 
must be accorded certainty of in- 
come at an ever higher and high- 
er level so that they may have a 
wider margin of discretionary 
spending thus adding to the basic 
uncertainty of the market! 


As an example of the ruthless- 
ness of Mr. Reuther in his prepar 
atory campaign, he has given 
wide publicity to the statement 
that a special committee of emi- 
nent economists, invited by the 
CIO to give its best counsel, has 
approved the idea of the guaran- 
teed wage. The group has been 
publicized as the UAW panel and 
referred to in the press as “the 
men behind the guaranteed 
wage.” Assuredly, Mr. Reuther 
and his press have made every 
effort to disseminate the impres- 
sion to the union members and 
the public that these eminent 
economists approve the Reuther 
proposal. 

The clear fact is that each 
member of the panel is on record 
as having opposed a full guaran- 

(Please turn to page 786) 
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INTERESTING DESIGNS, TOO! 

Shown herearethree: Top, Celotone’ Mineral FiberTile. 
Incombustible, with deep, irregularly shaped and spaced 
fissures. Left, Perforated Tile, washable, paintable, in 
your choice of incombustible mineral fiber, flame resistant 
or regular cane fiber, or steel pan with rock wool pad. 
Right, Random Pattern Tile,* beautiful, new, washable, 
paintable, with random perforations. Your choice of the 
same materials as Perforated Tile. The Cane Fiber 
Products are also available in Varitex°—with factory- 
applied, multi-color paint finish. 

*U. S. Design Patent D 168,763 


QUICKLY INSTALLED 
No special maintenance 
required. Paintable. Can 
be washed repeatedly 
without impairing acousti- 
cal efficiency. 


only with Acousti-Celotex’ Acoustical Products 


This is important. You recognize the need for sound conditioning to 
arrest noise, cut annoying, nerve-racking clatter that reduces worker 
efficiency. But before you buy, you must be sare your investment is 
safe—be sure you get a// you pay for in both immediate and long, 
long years of satisfaction. 

You take no risk when you do business with the leader. And these 
are the 3 points of leadership to look for before you buy: 
1. Experience Leadership. Through 30 years of service, Acousti- 
Celotex Sound Conditioning Distributors—experts all—have made 
more installations than any other organization! 
2. Product Leadership. Acousti-Celotex acoustical products are the 
world’s most widely preferred. They include the largest variety of 
beautiful and modern materials on the market! 
3. Achievement Leadership. There is no major sound conditioning 
problem that Acousti-Celotex experts have not tackled and solved! 
To be safe, to be sure you invest safely—depend on Acousti-Celotex 
leadership in the field of sound conditioning, and the world’s most 
widely used and best known acoustical products. 
Write Dept. DD-35 today fora Sound Conditioning Survey chart that 
will bring you a free analysis of your own particular noise problem. 


Acousn-(eotex 


REGISTERED U.S. PAT. OFF. 


THE WORLD’S MOST WIDELY USED SOUND CONDITIONING MATERIALS 


“THE CELOTEX CORPORATION, 120 S. LA SALLE ST., CHICAGO 3, ILL. 


Quebec 
fe} svedec 


In Canada: Dominion Sound Equipments, Ltd., Montreai, 

















Ambitions of Meany — 
and Reuther 
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teed wage. They do not believe 
individual companies should guar- 
antee wages but that tax-created 
funds should pay unemployment 
insurance on a limited basis. Nor 
does any believe that employers 
can control cycles of unemploy- 
ment. Space does not permit 
quoting from all the members of 
this panel but perhaps its most 
noted member, Dr. Arthur Alt- 
meyer, onetime head of the Fed- 
eral Social Security System, can 
be quoted as saying: “The causes 
of most unemployment are be- 
yond the control of individual em- 
ployers or industries.” The others 
have said substantially the same 
thing yet this does not give Mr. 
Reuther a moment’s pause. 


An Unrealistic Theory 


The primary law of physics is 
that no energy can be obtained 
from a mechanical operation un- 
less energy is put into it. Yet the 
Reuther theory is that a company 
can continue to pay wages even 
thought its plant is not operating 
because of lack of market, re- 
itooling, lack of raw materials or 
scores of other reasons. 

A convincing reason to suppose 
that Reuther is willing to push 
this issue to as bitter a conclusion 
as necessary is his persistent ig- 
noring of many fundamentals. 
One is that an employer, bound to 
a guaranteed wage contract, will 
not be eager to increase his labor 
force nor will he, through invest- 
ment in new plant and equip- 
ment, extend his operations. He 
will try to hold on to what he has 
but assume no further risks. The 
net result is a reduction of labor 
force. More important is the stag- 
nation of technological gains, 
production of new articles and 
service to the public. Nor will in- 
vestors furnish funds to start 
new plants. 

The guaranteed wage is tied 
in part to public unemployment 
ccmpensation. A survey made by 
the Council of State Chambers of 
Commerce revealed that in some 
States there is ample evidence of 
unwillingness to work as long as 
unemployment compensation is 
forthcoming. Obviously this atti- 
tude would be greatly strength- 
ened if a guaranteed wage were 
added to public relief. When, in 
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the'course of wage negotiations an 
employer issued a public state- 
ment that most workers indi- 
cated they would rather remain 
idle if they could draw 75 per 
cent of working pay, the union 
involved came out with an indig- 
nant blast declaring that not 
most but only 77 per cent of the 
workers held such a preference! 
Mr. Reuther wants far more than 
75 per cent of working pay in 
his guarantee. 

What is most obvious in the 
entire discussion is that the fable 
of the ant and the grasshopper 
which had guided mankind from 
the beginning of organized so- 
ciety is rejected by Mr. Reuther 
who believes that a combination 
of private business and govern- 
ment owe every man a living. 
The inevitable tax losses to the 
Government, Federal and State, 
which would follow stagnation of 
business and thus soon end ability 
to pay public relief or, indeed, 
meet the costs of government 
save through borrowings on a 
failing public credit, cannot be 
ignored. But one conclusion seems 
to be tenable; Mr. Reuther wants 
all these dire things to happen to 
insure an early transition to a 
complete welfare state! —END 
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is about $271 million less than 
the volume of defense items de- 
livered in 1954. So far as General 
Motors is concerned, this drop in 
defense business is relatively un- 
important in view of the com- 
pany’s strong position in the 
automobile field and its develop- 
ment of larger and more profit- 
able civilian products. On the as- 
sumption that there will be no 
long-drawn out work stoppage 
because of UAW demands this 
year, GM in 1955 should closely 
match last year’s $9.8 billion 
sales volume and show around 
$8.75 a share on the increased 
capitalization. 


Babcock & Wilcox Co., began 
1955 operations with unfilled or- 
ders on its books amounting to 
$129,464,000. This volume was 
$58.2 million under the backlog 
of a year earlier, and was equiva- 
lent to approximately six months’ 
shipments on the basis of 1954 
sales of $250,471,000. However, 
both the. boiler and tubular prod- 
ucts divisions anticipate new 
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business through the curren} 
year in volume paralleling tha} 
of 1954, New business booked jy 
that year increased to $192 mil} 
lion from $157 million during th} 
previous period, indicating a ley. 
eling off in backlog that decline 
from $336 million at the end o} 
1952. Current backlog should con. 
tinue to receive support from th 
needs of the chemical and pape 
industries and the continued ex. 
pansion in generating stations of 
the electric utility companies. 


Pees 


Foster Wheeler Corp. entered 
1955 with unfilled orders totaling 
$93.8 million, down from $145.8 
million a year earlier, but suff. 
cient to maintain 1955 operations 
for a little more than 8 months 
on the basis of 1954 activity re. 
sulting in earned billings amount- 
ing to $138.5 million. In all prob- 
ability current smaller backlog 
will result in lower earned bill- 
ings this year, although incoming 
business for chemical and _ pe. 
troleum industry plants and 
equipment, as well as that cover- 
ing power plant equipment is ex- 
pected to pick up through the re- 
maining months of this year. 


Bullard Co., which made ship- 
ments amounting to a little more 
than $50 million last year, closed 
with a backlog of unfilled orders 
totaling $11.6 million. This vol- 
ume was exclusively for new ma- 
chine tools and did not include 
orders for repairs and replace- 
ment parts, tooling and service, 
and compared with a backlog of 
$10.5 million three months 
earlier. While the year-end vol- 
ume of unfilled orders is in con- 
trast to $34 million of business 
on the books at the close of 1953, 
the $1.1 million upturn in the 
final three months of last year 
reversed the downward trend for 
the first time since June 1952. 
Reduced orders for defense pur- 
poses may cut current year’s 
over-all shipments under the 1954 
level although this anticipated re- 
duction might be offset by de- 
mand of new tooling programs 
for certain defense projects and 
completely redesigned lines of 
Bullard’s machine tools that are 
expected to stimulate new and re- 
placement civilian demands. 
However, under the prospect of 
lower earnings, the dividend has 
been cut. 


Cincinnati Milling Machine 
Co., has experienced continuing 
downtrend in its backlog of un- 

(Please turn to page 788) 
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filled business. From a volume 
that stood at $83.5 million at the 
beginning of 1954, the backlog 
dwindled to $44.7 million by Oc- 
tober of last year, and with the 
advent of 1955 had further di- 
minished to $40 million. This lat- 
ter figure would represent about 
a little more than three months 
net sales on the basis of 1953 
volume which was at a record 
high of $150.5 million. Although 
no 1954 sales figures have been 
disclosed, it is apparent that ship- 
ments during that year were con- 
siderably under the previous 
period. This is indicated by 1954 
pre-tax net dropping to $19.1 
milllion from 1953 pre-tax net 
of $37.9 million, but this cut was 
more than made up by income tax 
saving of approximately $17 mil- 
lion, enabling Cincinnati to show 
net for its capital stock equal to 
$10.74 as compared with $12.77 
for the preceding year. Current 
backlog, has enabled Cincinnati 
to get off to a good 1955 start 
and should be increased to a ma- 
terial extent through the balance 
of the year by new and replace- 
ment orders by civilian users and 
the stimulus arising from new 
defense machine tool stockpiling. 


General Dynamics Corp. with 
sales last year estimated at more 
than $600 million, entered 1955 
with in excess of $1 billion in 
unfilled orders, exclusive of addi- 
tional contracts under negotia- 
tion. In view of the diversified 
activities of Dynamics, including 
production of military and com- 
mercial aircraft, guided misisles, 
and electronic products, as well 
as conventional- and _nuclear- 
powered submarines, sales and 
earnings this year should con- 
tinue at favorable rates, with the 
likelihood that unfilled order 
backlog should hold fairly con- 
stant, and possibly show a gain 
over the volume on the books at 
the beginning of the year. 

The trend toward lower de- 
fense business is also reflected in 
Carrier Corp.’s drop in major 
government contracts as of Jan- 
uary 31, 1955, to $20 million from 
$64 million on the same date a 
year earlier. Its backlog of other 
unfilled orders as of last January 
31, was down to $39.8 million 
from $45.2 million a year ago. 
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These figures are exclusive of un- 
filled orders of Affiliated Gas 
Equipment, Inc., recently taken 
into the Carrier fold, and are 
not too significant as new busi- 
ness for air conditioning equip- 
ment that is expected to develop 
during the second and third quar- 
ters of this year could bring 
about an upward revision. For 
the year ended January 31, last, 
which began with a backlog of 
$45.2 million of unfilled orders, 
Carrier over the course of the 12 
months booked new business 
amounting to more than $144 
million and completed sales total- 
ing just short of $150 million. Its 
1955 volume should closely ap- 
proach this figure, in addition to 
which Carrier will have the bene- 
fit of its recently merged Affii- 
ated Gas Equipment. —END 





Uncovering Profit 
Opportunities Among 200 
Low-Priced Stocks 
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dition; management; earning 
power and realistic dividend po- 
tentials. The comments on each 
stock are highly concentrated but 
do present the salient features, 
sufficient to acquaint the reader’ 
with the essentials concerning the 
position of the company. 

The stocks are listed in order of 
market price, those in the lowest 
price category coming first and 
those in the higher price ranges 
($20-$25 a share) last. We be- 
lieve this arrangement will en- 
able readers to make comparisons 
conveniently and quickly. (Re- 
printed from March 5 issue in 
which Part I appeared. —END 





What's Ahead in 1955 For 
Building Industry? 
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of $1 billion a year over the next 
six years” coupled with outright 
Federal grants to states on a 50- 
50 matching basis. One thing is 
certain: With this political foot- 
ball kicked off, both parties will 
vie for public favor in a mad 
scramble to grab the brass ring 
that will be up for grabs in No- 
vember, 1956. There may be more 
talk of a balanced budget as the 
election draws nigh, but there 
will be less real effort toward 
that goal. 

Other building projects, cer- 
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tain to be financed in large par 
by Federal funds, are in th 
cards. The President in his bud. 
get message to Congress in Jap. 
uary, called for a Federal pr. 
gram in the fiscal year beginniry 
July 1, 1955, amounting to $} 
billion—just a shade under th 
current level. That does not inp. 
clude the highway plan, schog 
building or projects for expand. 
ing numerous Government struc. 
tures. 


Suburbanization 
a Growing Feature 


One more example should suf. 
fice to indicate the brisk pace 
that remains in store for the 
building business and that is in 
the tug of war between “down. 
town interests” and developers 
of large-scale suburban shopping 
centers. City after city across the 
nation is trying to cure the ills 
that beset their downtown areas 
—people moving beyond town 
limits, lack of parking facilities, 
congested streets unable to cope 
with modern-day conditions, be- 
low-standard transit facilities, 
unsightly slums and the new com- 
petition stemming from suburban 
services. Millions will be spent to 
erect off-street parking facilities, 
Federal aid is available for clear- 
ance of blighted areas for rede- 
velopment and it is a rare city 
that is not in the midst of a pro- 
gram to modernize stores and 
other buildings. 

Out in the suburbs, the shop- 
ping-center idea grows apace. 
Present suburban communities 
will grow and new ones will be 
born, helped by the highway 
program. Expected population 
gains will be reflected in a rising 
need for more shopping centers. 
The post-war surge to the sub- 
urbs, which led to the creation of 
the modern shopping-center con- 
cept, should continue rather than 
diminish through the years. If 
forecasts of a national population 
increase of 56 million by 1975 
have any substance, builders of 
these centers are faced with an 
unprecedented opportunity. 

The construction industry, of 
course, is working both sides of 
the street and the harvest is rich. 
It promises to get even richer in 
places such as New York and 
New Jersey, where a $379 mil- 
lion three-bridge project is in the 
works as part of a master plan 
to improve the arterial highway 
connections of the Greater New 
York area. 

(Please turn to page 790) 
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RCA’s Record 35th Year 


The Radio Corporation of America 
in 1954 did the largest volume of 
business in its 35-year history. 

Sales of products and_ services 
amounted to $940,950,000 in 1954, 
compared with $853,054,000 in 
1953. 

Net profit before Federal income 
taxes was $83,501,000, and after 
taxes, $40,525,000. Earnings per 
share of common stock were $2.66 
in 1954, compared with $2.27 in 
1953. 

The Corporation’s Federal income 
taxes, social security, property tax, 
and other state and local taxes 
totaled $54,953,000 in 1954. In 
addition, the Corporation paid ex- 
cise taxes amounting to $26,862,000, 
making the total 1954 tax bill 
$81,815,000, an amount equivalent 
to $5.83 per common share. 

Dividends totaling $22,052,000 
were declared by RCA for 1954. 
This included $3.50 per share on 
the Preferred Stock and $1.35 per 
share on the Common Stock, against 
$1.20 for 1953. 

Increased consumer acceptanée 
of RCA products at home and 
abroad is evidence of the interna- 
tional reputation of the trademark 
“RCA” as a symbol of leadership, 
quality and dependability. 

Xadio, television and all phases 
of electronics are under develop- 
ment on an ever-expanding scale, 
and that means increased competi- 
tion in all the Corporation’s activi- 
ties. But it also means an expanding 
and more vigorous industry in which 
RCA continues to play a leading part. 

RCA, having pioneered and de- 
veloped compatible color television, 
is now pioneering its commercial 
development and is helping the in- 
dustry in every way possible to 
bring this new service to the Amer- 
ican people. 

Dedicated to pioneering and re- 
search, the Corporation will continue 
to build upon the foundation of sci- 
ence. The progress it is making con- 
* tributes to the economy and welfare 
of the Nation and strengthens our 


national ae ee 


Chairman of the Board 


President 


Results at a Glance 
from RCA 1954 Annual Report 


PRODUCTS AND SERVICES SOLD 

Per cent increase over previous yeat 

PROFIT BEFORE FEDERAL TAXES ON 
INCOME 

Per cent to products and services sold 

Per common share 

ToTAL FEDERAL TAXES ON INCOME 

Per cent to profit before Federal 
taxes On Income 

Per comnion share 

Net PRorit 

Per cent to products and services sold 


» > ] 
Per common share 


PREFERRED DivipeNDs DECLARED 
FOR YEAR 

Per share 

ComMMON Divipenps DECLARED 
FOR YEAR 

Per share 

Tora Divipenps DECLARED 
FOR YEAR 

REINVESTED EARNINGS AT 
YEAR END 

STOCKHOLDERS EQuiry AT YEAR END 

WorRKING CAPITAL AT YEAR END 

Ratio of current assets to current 
liabilities 


ADDITIONS TO PLANT AND EQUIPMENT 
DEPRECIATION OF PLANT AND EQUIPMENT 


Net PLANT AND EQUIPMENT AT 
YEAR END 

NUMBER OF EMPLOYEES AT CLOSE 
or YEAR 


a 


1954 


J40,950,000 
10.3% 


83,501,000 
8.9% 

3.62 

42. 976.000 
51.5% 
3.06 


40,525,000 
$.3% 


2.66 


3,153,000 
3.50 


18,899,000 


l. 10 


22,052,000 


182.549.000 
254.199.000 


234,865,000 


2.6to | 
4.290.000 


16,260,000 


151,459,000 


70,500 


1953 


$853,054,000 


99 9% 


72,437,000 
8.5% 
4.94 


37,415,000 


35,022,000 
4.1% 
909° 


3,153,000 
3.50 


16,810,000 
1.20 


19,963,000 


164,068.000 
215,719,000 
228.941 ,000 
2.9 to 1 
33,644,000 


13,999,000 
134,182,000 


65,000 














A copy of RCA Annual Reps 


Write Radio Corporation of America, 


BOARD OF DIRECTORS 


Epwarp F. McGrapy 
Wituiant FE. RosBinson 
Davin SARNOFF 


Joun T. Caniii 


FRANK M. FoLsom 


Harry C. HAGERTY Harry C. INGLES 


Joun Hays Hammonp, Jr. 
Eimer W. ENcstrom Grorcre L. Harrison 
Mrs. Dovucias HortTON 


rt for 1954 wil 


ry 
l/ 


ent upon requ 


30 Rockefeller Plaza, N.Y. 20 


Wavcrer BeDELL SMITH 


Cuarves B. Jouiirrt 





RADIO CORPORATION OF AMERICA 


Electronics for Living 











What's Ahead in 1955 for 
Building Industry? 
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In trying to estimate what 1955 
holds for the industry, it is easy 
to be optimistic. However, gen- 
eralization is impossible in deal- 
ing with an industry so diverse 
and far-flung —tiling, cement, 
radiators, paper - mill products, 
plumbing supplies, furnaces, air- 
conditioning equipment, gypsum, 
paint, locks and hundreds of 
other items. This varied field is 
so big that it leads the other in- 
dustrial components in annual 
formation of new companies. In 
a single year the contract con- 
struction industry added 14,000 
more firms, a rise of about 3% 
and the biggest of any business 
category. Of the U. S. total of 4,- 
185,300 businesses, 466,667 were 
recorded for construction. 


Rise in Building Costs 


While the product mix of this 
industry may have greater range 
than any other field, all are con- 
fronted each year with one com- 
mon problem—soaring costs. As 
the industry went into 1955 the 
cost of building materials was at 
the highest peak in history. This 
high level was sustained by a 
strong demand for lumber. Thus, 
orders for western pine lumber 
and associated species in late 
January were up 7.5% from the 
corresponding 1954 week. Mean- 
while, prices of softwood, sand, 
gravel, lime and innumerable 
other products also were climb- 
ing. 

A better idea of this problem 
may be gleaned from these few 
statistics. The cost of building a 
brick residence in Atlanta last 
year was up 155% from 1939. 
The cost of erecting an apartment 
house, hotel or office building in 
New York has jumped something 
like 125% from the days preced- 
ing World War II. The cost of 
putting up a factory in the San 
Francisco area has gone up about 
129% in a span of 15 years. 

And it is important to remem- 
ber that materials costs and wage 
rates used to compile these sta- 
tistics make no allowance for 
payments in excess of published 
list prices, thus minimum, rather 
than actual, costs are reflected. 
To trim costs, builders are trying 
everything from handy packag- 
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ing of bricks to use of curtain- 
wall materials, such as porcelain 
on steel and aluminum facings, 
which lend themselves to swift 
construction. 

But this is an industry that 
must cope, in most parts of the 
country, with militant labor 
unions. Aside from the oil-refin- 
ing industry, where the labor fac- 
tor does not bulk nearly so large, 
construction workers enjoy the 
highest wage scale and a notori- 
ously poor production norm. With 
the country in an inflationary 
spiral, it would be idle to suppose 
that costs could be cut appre- 
ciably. For aside from labor, 
where no help can be looked for, 
there is the matter of materials— 
steel, copper, cement, asbestos 
and hundreds of others. The 
building industry, of course, has 
even less control on this front 
than in the matter of labor. Bar- 
ring a collapse in the over-all 
economy (and nothing remotely 
resembling that is in prospect), 
the outlook is for higher and 
higher costs. 

While the industry frets over 
these soaring costs, no one is cur- 
tailing. This is no business for a 
Sewell Avery. Builders can be 
counted on to erect for Junior 
this year an $18,000 home which 


will be a reasonable facsimile,. 


aside from some modern gadgets, 
of the dwelling they sold his Dad 
in 1939 for $8,000. 

Few people, least of all the 
purchaser, think of price. That 
type of merchandising is “old 
hat.” Buyers today have been 
educated to ask just two ques- 
tions — What’s the down pay- 
ment? What are the monthly in- 
stallments? 

Our easy-mortgage credit and 
low-payment terms, while filling 
a need for numerous home - 
buyers, have been overdone. The 
purchaser pays dearly for these 
terms. Total interest that would 
be paid on a 20-year $10,000 GI 
loan is $5,192. The _ interest 
charge on a 30-year loan is $8,- 
252. Merely by increasing the 
monthly payment $12.60, required 
by the shorter-term loan, saves 
the borrower $3,060 in the ulti- 
mate cost of the home. But the 
lure of such magic phrases as 
“No Money Down” are almost ir- 
resistible. 

Borrowers should be encour- 
aged not to insist on maximum 
terms, but to use the smallest 
loan and the shortest-term loan 
that will serve their needs. In 
this connection, it is interesting 





to recall that when Congres a 
boosted the Government guara} 
tee on GI home loans from $2) 
600 to $4,000 and then to $7,50) 
the cost of new homes imm 
diately rose in price. 

Let us look at the mortgag 
picture today. We have the easieg 
credit ever known in this coun. 
try and the highest prices. Eas; 
credit invariably means mor 
buyers and, unless a way is de 
vised to circumvent the law o 
supply and demand, more buyer; 
mean higher prices. But there ar 
growing signs that mortgag 
money will not be as easy to com 
by in 1955 as it has been the past 
many years. The greatest impact 
of the Government’s 40-year 3% 
bond issue may be felt in the 
mortgage market. 

More than $16 billion of new 
money will be needed to finance 
home-buying this year, the Home 
Loan Bank Board has estimated. 
It is confident funds will be avail. 
able to meet this demand. That 
figure is exclusive of $8 billion 
required for refinancing of a part 
of the present mortgage debt. At 
the close of 1954, total mortgage 
debt on one-to-four family homes 
amounted to about $75 billion. 

Huge chunks of cash have been 
tossed into the mortgage market 
by insurance companies and like 
institutions. Prudential Insurance 
Co. of America, a huge mortgage 
buyer, even made a deal to bor- 
row from banks around the coun- 
try to help finance future pur- 
chases of mortgages. Yields range 
from 4% to 514 and the new 
liberalized Government guaran- 
tees make mortgages “as safe as 
Governments.” 

There is concern among the 
nation’s top money managers over 
booming mortgage credit, the 
kind of concern that resulted in 
an order increasing stock mar- 
gins by 20%. While the margin 
boost had only a negligible effect 
on the stock market, any crack- 
down on mortgage credit could 
have serious implications 
throughout the entire economy. 

The Government must move 
warily in dealing with an indus- 
try that is an important under- 
pinning of the entire economy. In 
1949, the housing peoplé, as a 
contribution to the business struc- 
ture, for the first time topped 1,- 
000,000 starts. The next year they 
set the still-standing record of 
1,396,000 starts. Since then, they 
have ranged narrowly between 
1,091,000 in 1951 and 1,215,000 

(Please turn to page 792) 
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ANNUAL REPORT for 1954: 
of P. LORILLARD COMPANY 
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CONSOLIDATED BALANCE SHEETS 


ASSETS 


December 31 


CONSOLIDATED EARN 


INGS 


_Year Ended December 3 1 


1954 1953 
Revenues: 
Ie ONIN oo ccap cian casack os samssenaceos emeasaegpenioee $231,046,695  $253,933,462 
Other (net) ..... Z ___ 150,190 152,148 
Total Revenues $231,196,885  $254,085,610 


Costs and Expenses: 
Cost of Goods Sold, Selling, Acute and 











ee 


Provision for depreciation amounted to $1,156,837 in 














= Administrative Expe nses $215,936,851  $232,777,823 
Interest . 2,630,891 2,520,216 
On Federal Income Taxes 6,122,000 9,503,000 
Gold Federal Excess Profits Tax _ 1,712,000 
Sleanery, State Income Taxes : 165,000 __ 379,000 
. Total Costs and Expenses. $224,854,742  $246,892,039 
Net Earnings $ 6,342,143 §$ 7,193,571 
Dividends on Preferred Stock ($7.00 per share in 
each year) . 686,000 686,000 
KING s1 Earnings Applicable to Common Stock ($1.98 per 
- share in 1954, $2.28 in 1953) $ 5,656,143 $ 6,507,571 
Dividends on Comnion Stock ($1.60 per share in 
each year) . 4,564,450 4,457,477 
Remainder of Earnings (retained for use in the 
business) . : eect $1,091,693 $ 2,050,094 


1954 and $1,051,457 in 1953. 


LIABILITIES 


CURRENT LIABILITIES: 


CURRENT ASSETS: 1954 1953 

eos Aste abahanconcrevcotc cahceanasrdicomadectouete $ 7,812,959 $ 7,622,449 Notes payable (banks) 

Accounts receivable—customers (less Accounts payable —_ 
$582,908 in 1954 and $660,839 in Debentures due within one year (less 
1953 for doubtful accounts and cash in 1954 $100,000 held by Company) 
AEESONATLNR Yossi sdscrase oacbacsbctataaec 10,456,765 11,629,297 Accrued taxes 

Other accounts receivable.................. 657,431 453,609 — — 

Inventories (at average cost) : Other accrued liabilities 
ee CRO oasccie es ccrccssascnsisescstaveese 127,432,128 116,690,466 Fotal curcent Habilities 


Manufactured stock and revenue 
MUR TTIU sacs coitccsssievsssneens vie avers 
Materials and supplies ..... 

Total current assets 





PROPERTY, PLANT, 

AND EQUIPMENT 
(As adjusted December 31, 1932 by au- 
thorization of stockholders, plus sub- 
sequent additions at cost, less retire- 


12,341,618 14,18 8,749 
___ 4,415,694 
$163,116, 116, 595 


LONG-TERM DEBT: 

Twenty Year 3% Debentures, due 
October 1, 1963 ($600,000 to be re- 
tired annually to 1962) 

Twenty-five Year'3% Debentures, due 
March 1, 1976 ($350,000 to be re- 
tired annually to 1975) 

Twenty-five Year 334% Debentures, 
due April 1, 1978 ($675,000 to be 
retired annually 1956-1977) 

Total long-term debt 





ments) : 
MANAG Go ccatsicseceseesscestecton See cater sss $ 991,874 $ 991,874 CAPITAL AND ee 
Buildings and building equipment 9,546,357 7,979,883 RETAINED EARNINGS: 
Machinery and equipment 16,979,834 15,421,127 7% Cumulative Preferred Stock (par 
$27,518,065 $§ 24,392,884 value $100 per share )— 
Less accumulated depreciation...... 8,842,842 8,174,245 authorized 99,576 shares; 
Total property, plant, and TG yen issued 98,000 shares 
equipment—net .... $ 18,675,223 $ 16,218,639 Common Stock (par value $10 per 
aeatty aie a a share) — 


PREPAID EXPENSES AND- 
DEFERRED CHARGEG............... 


UNAMORTIZED DEBENTURE 
DISCOUNT AND EXPENSE........ $ 


BRANDS, TRADE MARKS, AND 
GOODWILL 





$1,529,459 $_ 


authorized 5,000,000 shares; 
issued 2,852,854.89 shares 
Additional paid-in capital (premiums 
less expenses on common stock 


1,387,373 








_C ) | Reece 


$184,209.55 





- 29 ce issued) 
$___ 888,275  $ 952,550 Earnings retained for use in the 
usiness 
1 $ 1 Total capital and retained 
earnings 
$173,991,088 ToTaL 


As a result of restrictions contained in the debenture indeptures on the payment of dividends on 
common stock and the purchase, redemption, or retirement of such stock, the amount which could 
have been expended for such purposes at December 31, 1954 was limited to approximately $10,641,000. 


We'll be giad to send you a copy of our illustrated 
Annual Report for 1954. Write P. Lorillard Company, 
119 West 40th Street, New York 18, N.Y. 





Other Leading 
Products of 
P. Lorillard 
Company 


\Louilead Conpany 


ESTABLISHED 1760 


AMERICA’S OLDEST TOBACCO MERCHANTS 


December 31 








1954 “1953 
$ 40,700,000 25,700,000 
4,288,466 3,450,467 
850,000 950,000 
6,851,057 
616,643 
467,437 
466,196 317.409 


$754.230,799 $44,163,027 


$ 14,200,000 $ 14,800,000 
14,300,000 14,650,000 
22 500 000 22 500, 000 


$ 51,000,000 $ 51,950,000 





$ 9,800,000 $ 9,800,000 
28,528,549 28,528,549 
8,085,578 8,085,578 

_ 32,555,627 __ 31,463,934 


$ 77,878,061 
$173,991,088 


$ 78,969,754 
$184,209,553 


Other Products 


Cigarettes 

MURAD 

HELMAR 

Smoking Tobaccos 
FRIENDS 

INDIA HOUSE 
Cigars 

VAN BIBBER 
BETWEEN 

THE ACTS 
Chewing Tobaccos 
BAGPIPE 

HAVANA BLOSSOM 
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What's Ahead in 1955 for 
Building Industry? 





(Continued from page 790) 
last year. 

This year, home-builders esti- 
mate conservatively they will 
come up with 1,300,000 housing 
starts. They are confident of a 
good market for these homes, de- 
spite wage boosts and materials- 
cost rises that should add a few 
hundred dollars to going prices. 
Their sole worry seems to be that 
mortgage money will dry up 
should the Veterans Administra- 
tion and the Federal Housing Ad- 
ministration lower their interest 
rates. 

Architects echo the cheery view 
of builders, noting that construc- 
tion volume and dollar volume of 
work on their boards indicate a 
substantial improvement over 
1954. Not all architects expect to 
benefit from the upsurge, but the 
“leveling-off” that came in 1954, 
after the slowing of large-scale 
defense and industrial work, con- 
tinues to be apparent in the pro- 
fession. 

It appears that the Great Lakes 
region, with a concentration of 
work in the industrial, military 
and public buildings categories, 
is the area of greatest architec- 
tural activity. The Northeast fol- 
lows and California is third. 

Educational work, for the sec- 
ond straight year, is the most ac- 
tive building type reported. Com- 
merce is next with public-use 
building and industrial work fol- 
lowing. 


Hotel Construction Off 


A sagging segment is_ hotel 
construction. Prosperous New 
York City plans no new hotels, 
only two new ones have been 
erected in the past decade and 
in that same period five of the 
city’s most famous hostelries have 
disappeared. Aside from war- 
time, the big city has had no 
trouble taking care of patrons. 
Since 1946, when occupancy was 
94.9% of all available rooms, the 
percentage of rooms housing visi- 
tors has steadily declined. Last 
year it was only 76.9%. Aside 
from Miami Beach, erection of a 
hotel is important news in the in- 
dustry. That resort town, of 
course, has been having a hotel 
construction boom for more than 
a decade. In 1942, there were 291 
hotels in the city proper. Today, 


7 =2 


SS ee 


there are 382 and Miami Beach 
claims that’s more hotels built 
since the war than in all the rest 
of the world combined. 

As the building boom moves 
into the Spring of 1955 a number 
of trends are clear. The following 
are worth citing: 

Houses: They are getting big- 
ger. Almost 60% of the non-farm 
one-family homes started in the 
first quarter of 1954 had three 
bedrooms and another 5% had 
four or more. By comparison, of 
the houses started in the first 
half of 1950, only one-third had 
three bedrooms and 1% more 
than three. 

Aluminum: In window frames, 
there has been a strong shift to 
aluminum. In early 1954, alum- 
inum was reported for all or a 
majority of frames in 18% of 
the one-family homes, up from 
only 5% in 1950. Gains were 
made at the expense of steel and 
wood. 

Prices: The average selling 
orice on one-family homes started 
in the first quarter of 1954 was 
$12,300 and 70% were built to 
sell at less than $15,000. Prices 
figure to be a shade higher in 
1955. 

Equipment: Business will be 
good for construction equipment 
distributors in 1955, although 
competition will be stiff. While 
distributors report inventories of 
new equipment are normal, used 
equipment in inventory is already 
above normal. They feel used- 
equipment prices will go even 
lower before year end. New de- 
preciation schedules allowed by 
the new tax law are making used 
machinery less attractive to buy- 
ers. 

Air-conditioning: Industry had 
sales of about $2 billion last year 
and should register a small over- 
all gain in 1955. Room air-con- 
ditioners, of course, face tough 
sledding. Last summer, about 100 
brands were brought to market 
with 1953’s carryover inventory 
plus 1,500,000 new models. Only 
about 1,000,000 were sold. As a 
result, an inventory of 500,000 
to 700,000 units caused heavy 
price-cutting and some reduction 
in 1955 production schedules. 
Elsewhere, the industry should 
benefit immensely from the build- 
ing boom with its heat pumps 
and duct systems for year-round 
air-conditioning of homes. The 
biggest surge in 1955 may well 
be in use of air-cooled equipment 
in the larger sizes, which elimin- 
ate use of cooling towers, water, 


water-piping and water-dispogjf- 
problems. All signs would seem t 
point to another banner year fy 
building. This is the belief of ; 


wise old investment counsel 
who was approached by a wig 
old investor interested in addin, 
to his portfolio. The man wit) 
the money was advised to by 
Ruberoid Co., maker of roofing 
materials. He demurred, argue 
that the building business wa; 
“cyclical—feast or famine.” The 
went to the investment manuals, 


Stability Featured 


The analyst showed him a ree. 
ord of dividend payments in each 
year stretching back to the 19th 
Century, an unbroken record of 
profits and rises in sales that, 
aside from a few pauses, carried 
to new record highs each year, 
The point stressed by the analyst 
was that it wasn’t merely Ruber- 
oid that he regarded highly—it 
was the industry. As manager of 
his company’s investment fund, 
he had gone in heavily for build- 
ing materials. The Ruberoid rec- 
ord could be duplicated in the 
construction industry by many 
companies larger and smaller. 

The tables show the rate of in- 
crease in earnings since 1952. 
With few exceptions, this has 
been upward. While there have 
been some dividend increases, 
these have been rather moderate 
considering the rate of earnings 
gain. This would lead to the in- 
ference that with continued good 
earnings, the building stocks this 
year may score a rather notable 
increase in dividend payments. 
This trend has already started in 
the cement stocks which, of 
course, have had and are likely to 
continue to have exceptionally 
high earnings. One of the princi- 
pal reasons for the comparative 
conservatism of dividend pay- 
ments up to the present has been 
the necessity to conserve working 
capital, not only to meet current 
demands but to finance new capi- 
tal projects to provide new capa- 
city. With their own capital pro- 
grams nearing a stage of comple- 
tion, management may be more 
free in raising dividends. 

From the market point of view, 
many building stocks have scored 
very substantial advances and, 
accordingly, a greater degree of 
caution is needed by intending 
investors. In this respect, our 
comments on individual stocks 
and the ratings should be of as- 
sistance to investors. —END 
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What New Mergers Mean 
to Shareholders 





(Continued from page 769) 


the purchase for cash of a 75% in- 
terest in Pacific Mills, and simul- 
taneously acquired, also for cash, 
83% of the outstanding stock of 
Goodall-Sanford, Inc., weaver of 
Palm Beach cloth. 

Formation of Textron-Ameri- 
can and Burlington’s activity in 
rounding out its position in the 
textile field are, it appears, but 
forerunners of similar moves by 
other textile manufacturers. One 
of the latest developments is the 
offer of J. P. Stevens & Co., one 
of the largest and most diversified 
textile fabrics producers to pur- 
chase all of the common stock of 
Cheney Bros., with mills in Con- 
necticut turning out silk and syn- 
thetic fabrics, velvets, upholstery 
and curtain goods, glass fabrics 
and yarns. Up to the present time, 
only preliminary steps toward the 
acquisition have been taken, but 
apparently members of the Cheney 
family holding more than 50% of 
the company’s outstanding 239,000 
shares of stock are not adverse to 
relinguishing control. Although 
Cheney Bros., in operation since 
1838, possesses one of the fore- 
most names in its particular field, 
it has never achieved greatness 
from the standpoint of sales vol- 
ume, the peak figure in the last 
four years being $37.7 million in 
1952 on which it realized net profit 
equal to $3.68 a share. In the fol- 
lowing year net sales dropped to 
$28.1 million, and per share earn- 
ings declined to $1.06, while 1954 
operations are understood to have 
resulted in a sales decline and a 
net loss on the capital stock. 

Should the sale go through, fa- 
cilities of the Stevens company 
which would be made available to 
Cheney Bros., should prove potent 
in adding vitality to the business. 
These include a wide variety of 
services J. P. Stevens performs 
for outside manufacturers, such as 
styling, scheduling of production, 
testing and research assistance, 
and factoring. 

Undoubtedly, other acquisitions 
and consolidations are yet to take 
place in the textile industry. Con- 
solidated Textile Co., has been 
steadily buying up Bates Manu- 
facturing Co., common stock. At 
the present time it owns approxi- 
mately 44% of the entire issue and 
expects that before April 1, it will 
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be in possession of at least 51% 
and elect three directors to the 
Bates’ board. 

These moves by various com- 
panies so far this year, following 
those taking place in 1954, and 
those likely to come during the bal- 
ance of 1955, have and will bring 
into existence larger, financially 
stronger and more diversified com- 
panies, capable of developing new 
and larger markets through in- 
tensive promotional programs and 
imparting greater stability to the 
entire textile industry. 


Advantage to Multiple-Product 
Manufacturers 


To achieve diversification is also 
a motive prompting companies in 
industries other than the textile 
to merge or acquire companies op- 
erating in related or entirely diff- 
erent fields. There is more than 
simply a desire to expand as a 
basic cause for this movement. A 
force giving impetus to these de- 
velopments is the growth in recent 
years of many companies into ver- 
tical trusts by adding one product 
after another until they have entry 
into many fields. Consequently, a 
one-product company is at a great 
disadvantage in maintaining a 
rate of growth comparable with 
multiple-products manufacturers, 
or for that matter, so far as some 
single-product manufacturers are 
concerned, being able to withstand 
competition for any length of time 
when the general economy is not 
as high as it has been in recent 
years. 

Then there is the urge for com- 
panies in cyclical fields to level off 
the hills and valleys of sales and 
earnings by merging or acquiring 
other companies. This movement, 
carried out to a considerable ex- 
tent during the last few years by 
rail equipment makers, to mention 
only one cyclical industry, simply 
reflects the need and the wisdom 
to diversify to maintain, and pos- 
sibly, increase earning power. 

One of the latest moves in this 
direction has been made by the 
Budd Co., which in addition to its 
railroad car building operations is 
also an important automobile body 
assembler, through its offer to ex- 
change 450,000 shares of its $5 
par stock for all the assets of Con- 
tinental-Diamond Fibre Co., to 
which directors of the latter or- 
ganization have given their ap- 
proval. If the proposal is approved 
by Continental’s shareholders, it 
is likely that they will receive one 
share of Budd stock for each share 


of Continental held, although thes. 
currently is a spread of 114, poinj 
between the market price of 19) 
for Budd shares receiving anny 
dividends of $1.20 a share, ay 
183% for Continental-Diamoy 


which is receiving annual diy} | 
dend of 80 cents a share. Tht 


transaction appears to be in fava} 
of Continental-Diamond stock. 
holders, especially eonsideriy 
Budd’s earnings ability which pn. 
duced approximately $1.60 a shar 
last year, as compared with a 
estimated 1954 net of 25 cents; 
share for the outstanding 450,00) 
shares of Continental-Diamon 
Fibre. 

Another recent merger proposal 
which appears to be a “natural” 
is that involving Warner-Hudnut, 
Inc., and the Lambert Co., on 4 
share-for-share exchange of com. 
mon stocks, and the creation of 
the Warner-Lambert Pharmacei- 
tical Co. This proposal, if approved 
by stockholders of both companies 
at meetings scheduled to be heli 
late this month, will bring together 
the dynamic Warner-Hudnut con- 
pany with its line of pharmacev- 
ticals, toiletries and perfumes, 
and the Lambert Co., which while 
best known for its “Listerine” 
antiseptic, also produces “‘Pro-phy- 
lac-tic” hair- and toothbrushes, 
“Sportsman” toiletries, and 
through Harrower Laboratories, 
a subsidiary, a line of prescrip- 
tion specialties for the medical 
profession. These and other Lam- 
bert products would dove-tail nice- 
ly with those of Warner-Hudnut 
which include, in addition to a va- 
riety of proprietary medicines, a 
broad list of ethical pharmaceuti- 
cals for prescription pharmacies 
and physicians. Aside from the 
economies of operation that should 
result from the merger, is the like- 
lihood of an increased sales vol- 
ume of Lambert products through 
broader distribution that will be 
possible because of the Warner- 
Hudnut world-wide organization 
made up of subsidiaries operating 
in 16 foreign countries, as well as 
local concerns in 12 other coun- 
tries manufacturing Warner-Hud- 
nut products under licenses and 
royalties. 


An Air-Conditioning Merger 


Another merger, already effec- 
tive, which appears to be a “tongue 
and groove” mating is that which 
brought A filiated Gas Equipment, 
Inc., and Carrier Corp., together. 
This consolidation appears to have 

(Please turn to page 796) 
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General Electric engi 
neers have designed aaa 
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high-efficiency jet engin 
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a discussion of this and 
other products made b 
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of the Annual Report with more 
details of General Electric progress 
and prospects, write Dept. 111-H1, 
Schenectady, N. ¥. If you own 
General Electric shares held in the 
name of a broker — or in a nominee 
name of a bank or trust company — 
write to Dept. 111-02, and we will 
mail you regularly all share owner 


publications. 
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several advantages. To begin with, 
it gives Carrier, the pioneer of the 
air conditioning industry, a solid 
base in the residential equipment 
heating field, enabling it to supply 
all types of air conditioning equip- 
ment to meet year-round require- 
ments. Perhaps of equal impor- 
tance is that the merger incorpo- 
rates in the Carrier organization 
three additional plants strategic- 
ally located in Indiana, Texas and 
California, giving it more direct 
access to markets for both heating 
and air conditioning equipment in 
these areas, as well as the most ex- 
tensive distribution systems in 
the industry. Last year sales of 
the two combined companies were 
in excess of $200 million, and their 
total assets amounted to $130 mil- 
lion. 

The foregoing comments on re- 
cent mergers or those in the proc- 
ess of becoming effective touch 
only a bare few of the many that 
are now proposed or are likely to 
emerge from the “talking stage” 
before the year is out. Some of the 
mergers that have already taken 
place in the textile, chemical, paper 
and other industries will bring 
about consolidations of other com- 
panies in these various fields. This 
likelihood is made quite evident 
by the mergers in the last year or 
two of textile manufacturers 
which, in all probability will bring 
about consolidations of some of 
the smaller textile weavers, creat- 
ing stronger companies through 
diversifications in organic and syn- 
thetic products, more effective 
sales organizations, and the abil- 
ity to compete more favorably 
with the new amalgamations re- 
cently brought into existence. For 
the same reasons, there is likely to 
be further consolidations in the 
drug and chemical industry. With- 
in the last year, there was the 
joining of Olin Corp., with Mathie- 
son Chemical Corp., that created 
Olin Mathieson Chemical Corp., 
which ranks as fourth largest in 
the chemical industry from a sales 
standpoint. About the same time 
that Allied Chemical & Dye was 
acquiring the Mutual Chemical 
Co., in 1954, Chas. Pfizer & Co., 
one of the foremost producers of 
antibiotics, further diversified by 
acquiring J. B. Roerig & Co., a 
specialty pharmaceutical manu- 
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facturer specializing in vitamin 
products. 

Giving impetus to the merger 
trend throughout practically all 
industries is not only the desire to 
diversify but the urge to acquire 
plants and other facilities in order 
to achieve greater and more eco- 
nomical product distribution, espe- 
cially in the newer and more rap- 
idly growing sections of the coun- 
try. These are all sound reasons, 
but the announcement of a pro- 
posed merger or rumors of one 
does not necessarily provide a 
basis for the purchase of stock in 
the companies involved. In some 
instances, a merger may be of 
mutual advantage which may out- 
weigh, in other instances, any dis- 
advantages which may exist. In 
any case, investors, contemplating 
the purchase of shares in com- 
panies involved in a_ proposed 
merger, should make every effort 
to evaluate the potentials and be 
governed according to their find- 
ings. —END 
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radically from basic principles 
which dictate a degree of conser- 
vatism active businessmen and 
professional men would not be 
required to follow. In the case 
of women investors, particularly 
those with moderate financial 
stakes, it is especially obligatory 
that the first consideration be 
given to the safety of principal 
and the second to the problem of 
maintaining a standard of life 
that is as comfortable as the old. 
For, unlike the active business- 
man or woman (or professional) 
who can afford to make invest- 
ment mistakes as long as their 
activities provide continuity of 
income, the dependent woman 
investor cannot fall back on such 
resources, even though she may 
have income she derived from 
pension or social security. 

A letter which we recently re- 
ceived from a lady in doubt may 
serve to clarify the problem. This 
lady wrote: “My husband died a 
year ago, leaving me with two 
growing children of high school 
age. At 50 years of age, I have 
had no experience whatever in 
investments and so am at a loss 
as to how to invest the $40,000 
which my husband left me, in 
addition to our home. I have been 
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advised that this will bring iy 
an income of only $2,000 a yey 
if safely invested. Even with th 
social security money to which | 
om entitled, this will not } 
enough to provide for living ¢. 
penses and education of my chil. 
dren. A cousin tells me that hy 
can help me make money by buy. 
ing in the stock market. I ay 
dubious about this and worl 
like your advice.” 

As a matter of fact, unde 
really prudent investment, this 
lady could not even secure , 
return of 5% on her money; it 
would be nearer 4%, under pres. 
ent conditions in the investment 
markets. Accordingly, her income 
from investments if most care. 
fully selected would necessarily 
be closer to $1600 a year than the 
$2,000 which she had been ai. 
vised was possible. Her problem, 
therefore, is even more difficult 
than she anticipates. 

The one thing she cannot afford 
to do is to impair the value of 
her principal. Therefore, she 
must determine to invest her 
funds as safely as possible and, 
if this is not sufficient to pro- 
vide for her living expenses, she 
must find a way to reduce the 
latter. Possibly, in this case, the 
house could be sold if it cost more 
to maintain than rent. She could 
also withdraw a very small 
amount from the principal in 
order to supplement income for 
a year or two during the period 
she was getting her affairs in 
order. But she must limit the size 
of such a withdrawal from prin- 
cipal. 


How to Invest the Funds 


The problem now remains just 
how are the funds to be invested 
to meet practical objectives. In 
the accompanying illustrations 
we show how sums of $10,000— 
$25,000—$50,000 can be invested. 
(These illustrations have been 
taken from our book “The Way 
to Investment Opportunity,” pub- 
lished several months ago. Since 
the securities listed are suited for 
the purpose, we saw no reason to 
present other selections though, 
of course, the list could be altered 
without impairing its value, pro- 
vided the same careful approach 
to the problem were maintained. 

In any case, we see that in each 
portfolio approximately half has 
been invested in high-grade bonds 
and half in high grade common 
stocks. The entire purpose has 
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been to give as much stability to 
the investment as possible. This 
is reasonably attained through 
the high proportion of excellent 
bond investments so that this sta- 
bility should tend to offset any 
downward changes in value of the 
common stocks which might occur 
in the normal course of events. 
On the other hand, certain com- 
mon stocks have been carefully 
selected in order to give the in- 
vestor an opportunity for a 
higher income through gradually 
increased dividends which rea- 
sonably could be expected in the 
course of years from this sound 
type of stock. The question of 
appreciation here has been en- 
tirely subordinated to income as 
we believe the prime purpose of 
the dependent woman investor 
should be to ensure safety of in- 
come first. Of course, women who 
are still active in their careers 
or who have been left quite sub- 
stantial inheritances are in a bet- 
ter position to think of the advis- 
ability of trying for appreciation, 
as well as income. 

It would seem that a discussion 
of this subject which is so vital 
to many thousands of women in 
all stages of life cannot be ended 
without emphasizing that the 
woman investor, particularly the 
inexperienced, dependent woman, 
should make no investment com- 
mitments whatever without fully 
understanding their function in 
her particular scheme of things. 
One investment may serve for one 
person and not for another. 
Therefore, the woman investor 
must ask and ask again whether 
her interests are being well 
served by any contemplated in- 
vestment. Even though she may 
consult competent counsel, she 
should satisfy herself in her own 
mind that the advice rendered 
suits her own particular needs. 

Most women have a deeply 
practical sense about living prob- 
lems. If they apply it to invest- 
ments, under proper guidance (if 
needed) they need not go astray. 
After all, women have made great 
strides in business and profession 
in recent years. There is no reason 
why they cannot apply their re- 
sourcefulness to the investment 
field. An increasing number of 
women have already done so. 

—END 
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ma Copper, Magnavox, Mesta Ma- 
chine, Middle South Utilities, 
Minneapolis - Honeywell, Minne- 
apolis-Honeywell, Minnesota Min- 
ing & Mfg., Mueller Brass, New 
York Air Brake, Pacific Western 
Oil, Parke Davis, Phillips Petro- 
leum, Rayonier, Royal Dutch, 
Schering, Seaboard Oil, Shell Oil, 
Southern Company, Southern Pa- 
cific, Southern Railway, Suther- 
land Paper, Texas Utilities, Wheel- 
ing Steel. 


Rail Selection 


Rails are in an uptrend up to 
this writing. The presumption is 
that it will carry further. No one 
can say for how long or how much. 
Assuming it has a worthwhile dis- 
tance to go, it is highly probable 
that the more speculative issues 
will outgain the rail average. 
There could be possibilities in 
New York Central, now under the 
Young management and with a 
good “Street” following. Drastic 
economies have already been ef- 
fected, and were predominantly 
responsible for January profit of 
48 cents a share, against a deficit 
a year ago and net of $1.42 for 
all of 1954. The management is on 
record in predicting 1955 earnings 
of around $5 a share wholly on the 
basis of economies, without allow- 
ance for traffic betterment. In line 
with the industrial trend, how- 
ever, revenue can hardly fail to 
better last year’s at least in mod- 
erate degree. 


Tide Water 


Sun Oil has been a good stock 
to hold for capital gain primarily 
because the company plows back 
a far bigger percentage of earn- 
ings than the average oil com- 
pany. Tide Water Associated Oil 
suspended dividends last August, 
and is embarked on a major im- 
provement and build-up program, 
into which all earnings will be 
plowed for an extended time to 
come. The result should be con- 
siderable appreciation for the 
stock, now at 2814; and also for 
Mission Development, now at 
2654, and owning 1.05 shares of 
Tide Water for each Mission 
share. On both, you have to fore- 
go income return and buy solely 
for longer-term capital gain. 
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tions, were $1.83 a share cop, 
pared with $1.57 a share the yey 
before. These are the best earn. 
ings in some years and reflec 
the results of the management’ 
aggressive policies in opening y 
new markets for new product 
The latest is the development 
a new process to print the output 
of electronic computers. The ney 
electrographic recording procex 
will print the calculations of “ele. 
tronic brains” at the rate of 5,00) 
characters per second. Burroughs 
previous fastest high-speed print. 
er had a rate of only 720 char. 
acters a second. 


Southern Pacific. This stock has 
moderately responded to the in. 
crease in January earnings to 3% 
cents a share from 23 cents the 
previous year. The road earned 
$4.90 a share in 1954, comparei 
with $6.40 in 1953. Regardless of 
the actual earnings in 1955, and 
they should show some increase 
over 1954, the chief investment 
interest in this rail lies in the po- 
tentials indicated by the develop. 
ment of the Southwest, where it 
has large and valuable land hold. 
ings. This is a long-range calcula- 
tion of future possibilities but is 
solidly based on the growth of 
this region in recent years. In any 
case, the stock seems behind the 
market as compared with other 
rails of similar standing. 


Sears, Roebuck & Co. February 
sales were $190 million, compared 
with $175 million the same month 
in 1954. The increase is due to the 
swelling of consumer purchases in 
this country and to the new stores 
established both here and abroad. 
Expansion of foreign outlets in 
Latin America and in Canada, the 
latter through purchase of Simp- 
sons, Ltd. is a potent force in the 
growth of Sears’ business. The fis- 
cal year’s earnings (Jan. 31) are 
estimated at around $5.10 a share, 
compared with $4.87 the previous 
fiscal year. A further increase this 
year can be expected. In 1954, 
$3.05 were paid in dividends. 
This amounted to approximately 
a 60% payout to stockholders. In 
view of the general outlook for 
the company, a moderately higher 
rate could be paid this year. 

—END 
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The 1954 annual report of The Dayton Power and Light 
Company once again records new highs in every phase of THE DAYTON POWER AND LIGHT COMPANY 
the company’s operation. West-Central area of Ohio has BALANCE SHEET 
‘ December 31 
completed another year of record-breaking new home con- ASSETS 1954 1953* 

. oc + ati Property and plant ................ $193,188,000 $184,096,000 
struction. In addition, the restrictions on the use of natural CT emg ne eh 22,739,000 14,449,000 
gas for space heating were lifted. And DP&L put on some Other assets .........eeeeeeeeeees ___570,000 1,278,000 

. 5 $216,497,000 $199,823,000 
of its most successful promotion efforts. LIABILITIES 
- s ‘ COINAGE 6 os casecccrncseedeas $166,397,000 $149,232,000 
DP&L serves an area where business is on its toes . . . Current liabilities .........0..0c000- 15,161,000 18,845,000 
well-paid employees are buying new homes, and the indi- EE Sanucdecendeseeaccanadeas __ 34,939,000 __31,746,000 
‘dual f ll ab h 1 $216,497,000 $199,823,000 
vidual use of our services is well above the national average. 
. RESULTS OF OPERATIONS 
This company has been in the fortunate position to take 1954 1953* 
sas ‘ BEN eedcusecusdernncncdnwenses $ 61,547,000 $ 57,501,000 
advantage of these opportunities. We are confident that in CUMRURNCNE TS oss Sols a nee _ 50,915,000 __ 47,523,000 
1955 this prosperous and progressive area will continue to ONE CONN oo oe scicceasedceas $ 10,632,000 $ 9,978,000 
: — at : INCOME DEDUCTIONS .............: __ 2,193,000 __1,828,000 
increase the demand for our services. $8,439,000 8,150,000 
We've condensed! our1954 PREFERRED DIVIDENDS .............- 949,000 949,000 
; Earnings on common stock ..........4+ $ 7,490,000 $ 7,201,000 
annual report into a “cap- Number of common shares out- 
i , standing at December 31 ........... 2,600,059 2,585,728 
sule” shown in the chart on Earnings per common share 
. . 
the right. We would like to GUE Scien cwnnnnvesacedone $2.88 2.78 
*Restated to include settlement of purchased gas rate increases and 
send you a copy of the full federal income taxes 
report. Just write— 











POWER AND LIGHT COMPANY 


25 North Main Street * Dayton 1, Ohio 
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Eastman Kodak Co continues 
to offer good long-term growth 
prospects. Its sales volume has in- 
creased very substantially in the 
post-war period and the company’s 
expansion into chemicals, cellu- 
losics and the introduction of new 
products and further growth of 
photography enhances the longer 
term outlook. 

Consolidated net sales of East- 
man Kodak Co. for 1954 amounted 
to $633,457,828, almost equal to 
the 1953 record sales of $633,668,- 
918. (The figures covers company 
operations in the 52 week period 
ending December 26, 1954 and 
December 27, 1953.) 

Fourth quarter consolidated net 
sales rose to $202,610,846, a 4% 
increase over the corresponding 
1953 amount of $194,327,992, the 
previous fourth quarter record. 
Although the business felt the ef- 
fect of the general moderate reces- 
sion early in 1954, the demand for 
Kodak products increased in the 
Jater months and by year end had 
reached a very good level. 

Kodak’s photographic business, 
including an increased demand for 
color products, helped produce the 
high sales volume. Other sales 
gains were made in cellulose ace- 
tate yarns, especially chromspun 
yarn, acetate spun fibre for use in 
cigareti. filters, vitamin concen- 
trates, and photo-copying prod- 
ucts. 

Net earnings were $69,821,719, 
up 39% over the previous year’s 
$50,171,153. Earnings were equal 
to $3.99 per share on the 17,402,- 
784 shares of common stock out- 
standing compared to $2.86 per 
share earned in 1953 on 17,400,217 
shares. The 1954 net amounted to 
11% of sales. 

The percentage growth of 
Kodak sales in the years since 
World War II, measured at the 
value of 1939 dollars, has been at a 
rate more than double the growth 
of the U. S. economy on the same 
basis. This growth has reflected 
increased business rather than in- 
creased selling prices. 

Cash dividends declared on the 
common stock in 1954 amounted to 
$2.05 per share or $35,674,206, 
compared with $1.85 or $31,821,- 
408 in 1953. A previously an- 
nounced 5% stock dividend is pay- 
able on March 21. The company 
has paid consecutive dividends for 


BOO 








53 years. 

In addition to well maintained 
sales in the photographic field, 
sales of industrial chemicals and 
Tenit plastics were <t a high rate 
but somewhat below the 1953 
levels. Company’s business in cel- 
lulose acetate yarns was greater 
than in 1953, but textile markets 
still lag behind the general econ- 
omy. Sales to Government and 
other defense contractors, both 
photographic products and special 
military apparatus, were lower. 
This business amounted to 15% of 
sales compared with 18% in 1953. 

During the year the company’s 
new polyethylene plant in Long- 
view, Texas, got off to a good start. 

The company continues to main- 
tain a strong financial position. 
Working capital increased by $16 
million in 1954. Net assets, and 
hence the shareholders’ equity in 
the business, reached a new high 
point of $453 million or $34 mil- 
lion more than at the beginning of 
1954. Inventories were at a satis- 
factory level at the close of the 
year,—down a little more than the 
previous year-end. 

Sales abroad, mostly to Kodak’s 
associated companies, totalled 
$47,772,267, up 18% from 1953 
results. Total exports were 8% of 
sales compared with 6% the pre- 
vious years. 

The company anticipates a 
somewhat larger volume of busi- 
ness in the current year and earn- 
ing should be at a good level and 
compare favorably with those for 
1954. 


Charles Pfizer & Company 

“T have been a subscriber to your 
magazine for the past 2 years and find 
it quite helpful. I would appreciate re- 
ceiving recent data on Chas. Pfizer & 
Go:’ G. J., Port Arthur, Texas 

Sales and earnings of Charles 
Pfizer & Co., manufacturers of 
drugs and fine chemicals, estab- 
lished new records in 1954 for the 
fifth consecutive year. 

Net sales for the year reached 
$145,200,000, up 14% from the 
previous record of $127,000,000 in 
1953. Net profit for 1954 was $15,- 
200,000, equal after preferred divi- 
dends to $2.95 a share, an increase 
of 8% over the previous year’s 
record of $14,100,000 or $2.73 a 
share. 

Both domestic and foreign sales 
volume in Pfizer’s pharmaceutical, 
agricultural and industrial chem- 
ical products are continuing strong 
thus far this year. 

The company recently intro- 
duced a group of new products to 
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the medical profession. 

At the beginning of last yet 
the company had branch offic 
and a few packaging plants in ty 
different countries around th 
world. New branches and sever} 
new packaging plants were estaf 
lished in seven more countrigh / 
during 1954. To further consol 
date Pfizer’s position in foreig 
markets, the company is planniy 
in 1955 to establish plants an 
offices in a number of additiong} 
countries. The company plans tf 
invest more than $6 million in pr 
search for 1955. Prospects cop. 
tinue favorable. 

Dividends in 1954 including ¢. 
tras totalled $1.35 per share ani 
25 cents was paid in the firs 
quarter of the current year. 
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International Shoe Company 


“T hear that the shoe business has n. 
cently shown an increase in demand ani 
therefore, would be interested in receiv. 
ing late earning data on Internation 
Shoe Co. and please include prospec 
and dividend payments.” 





B. E., Norwalk, Conn, 


1 
International Shoe Company is} PS 
the largest domestic manufacture 
of shoes. Recent acquisitions have | 
increased the sales base. Con 
sumer demand is holding up wel ~ 
and operating margins are inm- | 
proving. The steadily increasing 
population offers expansion sales} (Ray, 
possibilities. 
Net earnings after taxes of In- 
ternational Shoe Company and 
subsidiaries totalled $10,203,110] Pee, 
for the fiscal year ended November y, 
30, 1954. This is an increase of ( 
_ 





$272,390, or 3% over the preced- 
ing year. Net income before taxes 
was 11% above previous year. 
Consolidated net sales amounted 
to $246,764,550, a decrease of ap- 
proximately 2%. Reduced military 
sales accounted for half the de} mm 
cline in total sales. 

Net income per share of com- 
mon stock amounted to $3.01, as 
compared to $2.93 a year ago. 
Dividends were $2.40 a share, the pm, 
same as in the previous year. In- 
ternational Shoe has completed 42 
years of consecutive payments. 

Production of the company’s 
shoe factories amounted to 50.8 
million pairs compared with 55.6 
million pairs in 1953. In addition, 
International’s 30 supply plants 
produced leather, cut soles, rubber 
soles and heels, cotton textiles and 
other materials used by Interna- 
tional in the manufacture of its 
shoes. 

In September 1954, Interna- 
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1954 1953 | 1952 | 1951 1950 
Operating Revenues $149,472,568 | $156,643,985 |$160,584,277 | $149,337,054 | $135,536,777 
Operating Expenses $109,128,668 | $112,836,072 |$116,886,004 | $111,211,467 |$ 98,822,143 
Operating Ratio (Expenses to 
Revenues). . . .. . 73.01% 72.03% 72.19% | 74.47% 72.91% 
Taxes . . . . . . |$ 14,851,838 |$ 17,793,534 |$ 18,319,327 |$ 16,714,694 |$ 16,782,998 
Income Available for Fixed and | 
Contingent Charges . . |$ 23,989,328 |$ 24,851,281 |$ 23,930,805 |$ 20,052,275 |$ 18,469,252 
Fixed and Contingent Charges . |$ 3,856,758(a)/$ 3,943,448(a)|$ 3,942,200 |$ 4,061,561 |$ 4,294,103 
Times Charges Earned . 6.22 6.30 6.07 | 4.94 | 4.30 
Net Income after Charges $ 20,132,570 | $ 20,907,833 |$ 19,988,605 |$ 15,990,714 |$ 14,175,149 
Net Income Per Share of | | 
Common Stock (b). . . . . |$ 8.51(c)| $ 8.90(c)|$ 8.19(c) | $ 7.17(c)| $ 6.32 
Income Applied to: | | 
Capital Fund. . . . . (a) (a) | (a) 1$ 3,067,454 |$ 2,704,759 
Sinking Funds . . |$ 1,703,750 |$ 1,697,300 |$ 770,792 | $ 566,608 |$ 262,483 
Balance of Income Transferred | | | | 
to Earned Surplus _ |$ 18,428,820 3 19,210,533 |$ 19,217,813 1$ 12,356,652 | $ 11,207,907 
Shares of Capital Stock | | | | 
Outstanding at End of Year: | | | 
Preferred Stock . - | Retired 150,000 | 150,000 
Common Stock (b) | 2,365,057 | = 2,349,475 2,439,475 | 2,125,000 | 2,125,000 
; Dividends Per Share Paid: | | | | 
. Preferred Stock . al None None |$ 5.00 |$ 5.00 |$ 5.00 
= Common Stock (giving effect | | | 
‘heed to stock split). . . . . |$ 3.80 |$ 3.00 |§ 2.10 |$ 170 |$ 1.20 
4 y 4 . 4 Common Stockholders at End of | 
P~, 7 Year . ee 6,206 5,672 5,302 4,205 4,260 
; /\ @¢ @& Tons of Revenue Freight Hauled | 
rv ’ (Thousands) aan aa 45,298 43,744 | 43,896 | 43,050 | 39,723 
( 7 : Revenue Ton Miles (Thousands) . | 8,756,928 | 8,787,838 | 9,269,600 9,140,307 | 8,262,713 
Ss Average Revenue Per Ton Mile. | $ 0142 | $ 0148 = |$ 0144 |$ 0135 |$ .0133 
Passengers Carried : | 1,079,244 | 1,206,164 | 1,320,370 | 1,465,186 1,423,636 
Passengers Carried One Mile | 
(Thousands) . . ... . | 450,142 | 500,413 55), 133 568,031 573,680 
Revenue Per Passenger Mile . | $ 0266 | $ 0275 |$ 0276 |$ 0257 |$ 0245 
pe, Average Number of Employees . | 15,309 | 16,402 17,048 | 17,811 17,400 
= Total All Wages. . . $ 70,392,637 |$ 72,889,512 |$ 75,362,083 | $ 72,645,335 | $ 63,679,362 
= Miles of Road Operated at End of | | | 
- Vedios 2 ee og ee eee 4,064 | 4,078 4,080 4145 | 4,146 
| 
an, a) Contingent Interest and Capital Fund requirements not applicable to these years by 
{ reason of satisfaction of General Mortgage in 1952. 
: b) Based on shares outstanding as of December 31. Years prior to 1953 restated to reflect 
i effect of the split-up of Common Stock on the basis of 21/2 shares of $40 par value for 
} 4 each share without par value (stated value $100), which became effective July 23, 
1953. The earnings per share for 1951 and prior years are after providing for divi- 
The 1954 Report has been distributed dends on Preferred Stock, none of which was outstanding on December 31, 1952, or 






thereafter. 








to Seaboard’s stockholders and 
securityholders. A copy may be ob- 
tained by writing to: 
W. F. CUMMINGS, Secretary 
Seaboard Air Line Railroad Company 
Norfolk 10, Va. 


c) Taking accelerated amortization on emergency projects covered by Certificates of 
Necessity as deductions for Federal Income tax purposes reduced the accruals for 
Federal Income taxes in the years 1954, 1953, 1952 and 1951 by $4,950,000, $4,280,000, 
$3,375,000 and $1,885,000, respectively. These tax reductions were equivalent, per 
share of Common Stock, as restated, in the years 1954, 1953, 1952 and 1951 to $2.09, 
$1.82, $1.38 and $0.89, respectively, of the earnings per share of Common Stock 
shown in the above tabulation. 
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Stocks Staging 
Earnings Comeback 
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to give indications that its ability 
to make further gains in earning 
power has not lost in vigor. The 
most recent report, following that 
for the past fiscal year, covers the 
12 weeks to last November 25, 
showed consolidated net income 
of $1.5 million, or 30 cents a com- 
mon share, up from $1.1 million, 
or 22 cents a share for the corre- 
sponding weeks of 1953. Provid- 
ing a base for the more optimistic 
outlook for Loew’s is the im- 
proved motion picture theatre at- 
tendance that has developed dur- 
ing the last year and the com- 
pany’s picture schedule for 1955- 
56 featuring some of the leading 
names in the film industry. 


PARKE, DAVIS & CO., closed 
the calendar year 1954 with a sales 
gain of slightly less than 1%, but 
with net income rising 12.3% to 
$2.14 a share from $1.91 it re- 
ported for 1953. A feature of last 








CLARK 


EQUIPMENT 


Where are those products used and where 
are they built? Insight into these factors 
that create a reputation is the purpose of 
this new pocket size, 36 page book... 
© copy is yours, upon written request to 





CLARK EQUIPMENT COMPANY 
BUCHANAN, MICHIGAN 


OTHER PLANTS: BENTON HARBOR e 
BATTLE CREEK and JACKSON, MICHIGAN 


Products of CLARK EQUIPMENT oc. 
TRANSMISSIONS © AXLES (Front and Rear) © AXLE 
HOUSINGS e TRACTOR UNITS @ FORK TRUCKS AND 
TOWING TRACTORS © ROSS CARRIERS © POWRWORKER 
WAND TRUCKS © POWER SHOVELS ¢ ELECTRIC STEEL 
CASTINGS © GEARS AND FORGINGS 








year’s statement was fourth quar- 
ter earnings equal to 70 cents a 
share as against 51 cents in the 
third quarter and 53 cents in the 
second three months of the year. 
Although net sales were up 
$84,345 to $109,936,424, the sharp 
jump in net income reflected im- 
proved coordination of the varied 
activities of the company, and 
more efficient operation the bene- 
fits of which are expected to be 
felt, possibly more forcibly, in 
the current year. Adding to the 
better prospects is the uptrend in 
sales which began toward the 
latter part of 1954, and which are 
expected to continue through 
1955, to further augment this 
year’s net earnings. 


STEVENS (J. P.) & CO., one 
of the largest and most diversified 
textile companies appears to be 
in a favorable position to improve 
earnings in the current fiscal year 
over the unsatisfactory 90 cents 
a share reported for the 12 
months ended last Oct. 31, as com- 
pared with $2.35 a share earned 
in the preceding fiscal year. While 
operations in the first quarter of 
the current fiscal year produced 
net of only 46 cents a share, as 
compared with 51 cents for the 
like quarter a year earlier, there 
appears to be firm ground for 
anticipating a substantially bet- 
ter showing through the balance 
of the 1955 fiscal period. This 
view is supported by the fact that 
manufacturers’ inventories of tex- 
tile mill products has improved 
considerably, while prices in 
many textile lines have firmed, 
and improved consumer demand 
which has already made its ap- 
pearance is expected to hold 
through the third quarter. In 
addition to the improved pros- 
pects for the industry, Stevens 
has strengthened its position 
through organization changes, 
attaining thereby better coordina- 
tion of sales and manufacturing, 
and further strengthened its mer- 
chandising organization. 


20TH CENTURY-FOX FILM 
during 1954 continued on its up- 
ward earnings course, showing 
net income for the first nine 
months equal to $2.17 a share. A 
good final 1954 quarter, it is esti- 
mated, added approximately $1.08 
a share to this showing, bringing 
net for the 12 months to last 
December 31, to about $3.25 a 
share. This compares with $1.65 
a share earned for all of 1953. 
While good picture releases and 
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wide acceptance of the compan 
CinemaScope process contrib 
substantially to earning pow 
another important factor } 
been the steadily increasing | 
tendance at motion picture thy 
tres. This trend is expected 
continue, possibly at a quik 
tempo as a result of the incref. 
ing popularity of the open dj. 
drive-in “movies.” 


UNDERWOOD CORP., wh, 
earnings from a lofty $6.71) 
share for 1951 fell to $1.13) 
share for 19538, gave signs | 
year that it was back on cour 
net income for 1954 being ¢e 
mated at $1.75 a share. Whi 
Underwood continues to mainte, 
a leading position as an offi 
machine manufacturer, a high} 
important development has be 
its entry into the manufacture 
electronic computers in varioj) 
sizes, including its newest ln 
priced model that sells f 
$15,000, or like its other units: 
made available for lease. Ta 
rapidjy increasing use of ¢é 
tronic computers by governme}) 
divisions, industry and al! ma 
ner of business organizations af) 
pears to put manufacturers | 
this type of equipment in a po 
tion to record consistent grow} 
for some time to come. Adding: 
Underwood’s improved prospec! 
is the company’s introduction ; 
other new products and the rece) 
adoption of more aggressive sal 
promotion efforts. —ENF 
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tional acquired Savage Shoes Lti 
of Canada. Savage is the largef 
shoe manufacturer in Canada alif 
this provides an excellent entr 
for International Shoe Co. int 
the Canadian market. Savas 
manufactures and distributes! 
complete line of children’s ali 
some growing girls’ shoes. 

Six shoe factories were added! 
1954 when Savage Shoes Ltd. wa 
acquired, and two factories wet 
closed. The company now operate 
64 shoe factories and 30 suppl 
plants in 66 communities in 1! 
states and Ontario, Canada. 

A plant for processing rubbe 
composition heeling and _solitt 
materials began operation in Maj. 
This new plant, located in a nev 
70,000 sq. ft. building at Bryal, 
Texas is the most up-to-date prot 
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ONSOLIDATED net income of the Finance 
Companies, Insurance Companies and 
Manufacturing Companies from current opera- 
tions, after payment of taxes, exceeded 24 milli- 
on dollars—the largest in Commercial Credit’s 
history. The volume of receivables acquired by 
the Finance Companies and the relative out- 
standings thereof show a reduction from 1953 as 
a result of the Company’s policy of refining its 
motor retail and wholesale financing of cars and 
also from the reduction in sales of certain motor 
car manufacturers during 1954. However, dur- 
ing 1954 the Company made a substantial in- 
crease in financing cars of other manufacturers 
and thereby has obtained a greater diversifica- 
tion in its motor financing volume. 


Net income per common share was $4.86 with 
some 408,245 more shares outstanding on De- 
cember 31, 1954, as compared to December 31, 
1953. The book value of the common shares has 
increased $12.85 during the past five years and 
on December 31, 1954, was $35.35. During this 


same five year period the Company paid divi- 
dends of $55,931,601 on its common stock and 
retained $51,371,781 in the business. Capital 
funds of the Company exceed 175 million dol- 
lars and reserves of over 80 million dollars were 
available for credit to future operations, expens- 
es, credit losses and earnings. 


We appreciate the sustained use of our facilities 
made by manufacturers, wholesalers, retailers 
and consumers and the continued support of 
our stockholders, the institutions and others 
who have provided our operating funds. We are 
grateful for the intelligent cooperation and 
enthusiasm of the officers and employees in the 
handling of their Company’s operations. The 
outlook for 1955 for the Company and its sub- 
sidiaries appears very promising. 


E. C. Wareheim, Chairman of the Board 
A. E. Duncan, Founder Chairman 


E. L. Grimes, President 


i -- Commercial Credit Reports 















COMMERCIAL 
CREDIT COMPANY 


BALTIMORE 2, MARYLAND 


Offering services through 
subsidiaries in more than 400 
offices in the United States and 
the Dominion of Canada 
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408,245 compared to December 31, 1953. 


ASSETS LIABILITIES 3 
= 
= 

CASH AND MARKETABLE 1954 1953 NOTES PAYABLE, 1954 1953 : 
ou gy) 132 855 034 $ 143 194 074 SHORE TERM. ..5..0.ce00% $ 363 162 500 $ 483 290 000 bd 
xa. : 
RECEIVABLES: : ACCOUNTS PAYABLE AND 4 
Motor and other retail....... 547 831 264 641 240 127 AGCOCRUAES.........:..... 41 226 O01 37 053 609 
Motor and other wholesale ... 110 243 500 135 148 774 
yak echt pags : f ’ U.S. AND CANADIAN 
Direct loan receivables...... ° 44 493 577 40 302 307 INCOME TAXES.......... 25 156 943 31 581 121 
Commercial and other oe i "0 ae 
receivables..........sse008 132 053 574 126 048 068 | RESERVES................., 62 771 971 76 048 758 
834 621 915 942 739 276 LONG-TERM NOTES........ 184 737 500 192 625 000 
SUBORDINATED LONG- 
Less: unearned income ...... . 40 720 083 44 863 451 TERM NOTES. ......cccee 102 500 000 100 000 000 
reserve for losses ...... 12 448 330 14 246 328 NET WORTH: 
Total receivables, net. . 781 453 502 883 629 497 Common stock.............. 49 852 961 45 770 510 
Capital surplus............. 27 910 552 15 591 922 
OTHER CURRENT ASSETS... 22 231 596 22 924 942 = 
: Earned surplus.............. 98 484 681 86 735 773 
FIXED AND OTHER ASSETS 15 174 820 13 063 893 ae a ee eae 
DEFERRED CHARGES ..... 4 088 157 5 884 287 Total net worth .......... 176 248 194 148 098 205 
$ 955 803 109 $1 068 696 693 $ 955 803 109 $1 068 696 693 : 
————————— | = = = = s = 3 
oe vee A few facts as of December 31, 1954 and 1953 ++ eorcocooooos ‘ 
3 
> 
1954 1953 1954 1953 
> 
Gross finance receivables acquired $2 467 968 945 $3 111 621 259 Net income before U.S. and 
Canadian taxes............. 45 391 721 52 153 574 
Gross insurance premiums, prior Less U.S. and Canadian taxes 
WO FOINBSGFANCE. 5. cc csicics 33 289 952 49 718 572 OM INCOMIE. Seva cv ewunen’ 21 162 948 28 305 583 : 
Net sales manufacturing companies 113 584 595 110 709 890 Net income of 3 
=— —= == = = Finance companies........ 13 949 782 14 492 050 
_ oo on Pa as ‘al > 
Gross income—finance companies $ 75 395 990 $ 82 837 816 Insurance companies. ...... 215 929 5 454 085 ‘ 
: : Manufacturing companies .. 3 063 062 3 901 856 4 
e rare PE Bhat nhs cena ate 
Earned insurance premiums, etc. 43 159 339 47 003 129 Total credited to ; 
Gross profit—manufacturing earned surplus. ...... $24 228 773 $23 847 991 > 
COMM EMANIONo/.56 20 « <lviaiesdiorv-'<t0:0 13 957 241 16 651 081 Common stock per share* > 
Investment and sundry income. . 3 095 755 2 187 836 Net income. .............+++ $4.86 $5.21 3 
oe U.S. and Canadian tax on 
GrOSG IBEGING 6.55.5 5.20o.0 000s 135 608° 325 148 679 862 WOR es oo: iw s'ewecc une’ 4.24 6.18 
Total expenses and reserves, etc. 67 330 721 71 389 320 Dividends. ................. 2.60 2.40 3 
I adi » a 3 - PO WONG Siac ks Ccccoctwis 35.35 32.35 : 
nterest and discount charges... 20 602 557 25 136 968 Interest and discount charges— 
Provision for past service benefits times earned. ............... 3.31 3.07 
under amended retirement plan 2 283 326 *The number of shares outstanding at December 31, 1954 increased 





Copies of our 43rd Annual Report available upon request 
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Playing Politics with Value 
of the Dollar 





(Continued from page 753) 


year ago promoted the investment 
of more money in plant equipment 
and tools. Investments of this 
type create jobs! Not to be over- 
looked is the resultant increased 
confidence in Government as it 
moves toward the balanced bud- 
get. And bear in mind, as the 
budget imbalance moves down the 
value of the dollar moves up. 

Several weeks ago, the Bureau 
of Labor Statistics released its re- 
port on the cost of living index for 
the month of January. That re- 
port revealed that the dollar has 
stopped its downward trend. Will 
the dollar move up or down in 
value with relation to food, cloth- 
ing and shelter? There are two 
potential answers—maintain our 
present tax structure, and the 
trend will be upward; kick the tax 
structure in the teeth with unwar- 
ranted slashes, and the trend will 
be reversed. 

In the words of Treasury Sec- 
retary Humphrey, “Inflation, ram- 


pant for the past several years, 
has been checked. The cost of liv- 
ing has not increased now for over 
two years as compared with the 
fact that it almost doubled in the 
fifteen previous years. This has 
been worth billions of dollars to 
millions of Americans. This check- 
ing of inflation has protected... 
the full value of savings ... and 
savings in insurance policies and 
pension funds.” 

It would not be amiss to have a 
brief survey of things the Admin- 
istration has done in the past two 
years to effect savings for the tax- 
payer. In fiscal 1953, the Federal 
civil payroll, set by the previous 
Administration, stood at $9.9 bil- 
lion. President Eisenhower moved 
into the White House in January 
of that year, consequently he could 
slash only the fiscal 1954 civilian 
payroll. This he did, bringing it 
down $400 million to $9.5 billion. 
In the current fiscal year it is esti- 
mated at $9.3 billion, another $200 
million saving. 


Comparison of Government Costs 
When this Administration came 


in, it cost $173 a year to clothe a 
soldier. This year the cost is down 


to $159, a $16 saving per ma, 
or, on the cost of Government (. 
ing business, around $48 milli 
a year. This has been _brougi 


about through efficient, businey§ 


like methods in purchasing, ng 
through any lowering of the qua. 
ity of the soldier’s apparel. Sip, 
ilar savings have been effected jy 
Air Force, Navy, Marine Corps, 
Elsewhere in the military pi. 
ture, despite the 20% increasg 
cost of fighting aircraft and othe 
attendant increased costs, the De 
fense establishment, working wu. 
der the direction of the Presiden 
has kept many costs down. In fi 
cal 1953, and President Lise. 
hower took office in January ¢f 
that year, it cost around $60,00\ 
to train a fighter pilot. That cos 
has not risen one dime. 
Through General Services A. 
ministration (GSA), the Govern. 
ment’s overall purchasing agency, 
annual savings, through central. 
ized buying, now runs close ti 
$700 million a year. It would bk 
possible to fill far more pages than 
are available here, simply catalog. 
ing the annual savings effected 
through businesslike procedure, a 
compared with political expedi- 
ency, in Federal spending. —END 
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FEE | Ceramic Wall and Floor Tile 








HIGHLIGHTS 





The Company operated at capacity 
thraughout 1954. 


Dollar sales increased 5% over the 
previous year. 


Earnings set a record of $1.46 per 
share. 


Dividends, paid regularly, were in- 
creased to 70 cents a share. 





The year 1954 saw expansion in ftt’s 
research staff and facilities. 


America’s Oldest Name in Tile 


| AMERICAN ENCAUSTIC 
TILING COMPANY, INC. 


LANSDALE * PENNSYLVANIA 
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Incoming orders for later delivery exceed 
current shipments. Backlog of orders at 
beginning of 1955 amounted to four 
months’ production. 


fHE products are used in both the con- 
struction and renovation of a wide variety 
of buildings: homes, dairy farms, fac- 
tories, office and municipal buildings, and 
stores. As a result of the growing demands 
of the country’s expanding economy—new 
school, hospital and church construction 
provides additional markets for the Com- 
pany’s ceramic tile products. 







The Company’s operations 
are summarized in the § 
1954 Annual Report. |] 
Copies are available § 

on request. 
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(Continued from page 802) 


essing unit of its kind. 

A new subsidiary, Lefatex, Inc., 
will manufacture and distribute 
eather fibreboard materials. It is 
expected that plant facilities will 
be completed and operation should 
begin in 1955. 

The company’s principle labor 
contracts, signed in the Fall of 
1953, will continue in effect in 
1955. It is expected that there will 
be no increase in the cost of labor 
and fringe benefits over 1954. Hide 
end leather prices remained com- 
parativ ely steady throughout 1954 
as did shoe prices. 

Prospects for 1955 appear good. 
Orders received for Spring 1955 
lines were running ahead of a 
year ago. Production and ship- 
ments for 1955 are expected to ex- 
ceed those of 1954. Projects initi- 
ated in 1954 and added facilities 
are expected to reach a point of 
fruition in the year ahead. 





Columbus & Southern Ohio 
Electric 

“Columbus & Southern Ohio Electric 
yields a satisfactory income return, does 
this issue also offer moderate long term 
growth prospects?” 

G., Canton, Ohio 

Columbus & Southern Ohio 
Electric supplies electricity to a 
population of about 750,000 in 
Columbus, Ohio and its suburbs. 
Transportation facilities are also 
provided. The longer range out- 
look is enhanced by the Atomic 
Energy Commission projects un- 
der construction in the area. Ex- 
pansion program has been sub- 
stantial and will continue in line 
with growth needs of the territory. 
The stock does yield a satisfactory 
Income return and offers moder- 
ate growth prospects. 

Net income for the year ended 
December 31, 1954 was $5,273,826. 
This was equal after preferred 
dividends to $1.84 for each of the 
2,401,360 common shares now out- 
standing, this compares with net 
income of $5,591,151 reported for 
1953, or the equivalent after pre- 
ferred dividends of $2.15 a share 
on the 2,201,860 common shares 
outstanding at the end of 1953. 
Earnings on the monthly aver- 
age number of common shares out- 
standing during the year amount- 
ed to $1.95 a share in 1954, com- 
pared with $2.33 a share in 1953. 
The company’s revenues for 

(Please turn to page 806) 
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BorG-WARNER 


Cuginteing 








PRODUCTION 





Power take-offs take a terrific beating in the oil fields. The shock 
loads of constant starting and stopping . . . and the punishing pound- 
ing of drilling and pumping rigs . . . could lead to frequent, time- 
consuming adjustment or costly breakdown. 


To minimize these risks, Borg-Warner’s Rockford Clutch Division 
engineered a power take-off especially suited for oil field use. With 
its heavy duty gear-tooth drive clutch, unusual ease of adjustment, 
and husky construction throughout, this B-W Rockford power take- 
off delivers remarkably trouble-free performance in drilling, pumping 
and pipe-line applications. 


Available on 19 out of 24 makes of oil field engines, the Rockford 
power take-off exemplifies Borg-Warner’s “design it better—make 
it better” tradition. It is another typical example of how Borg-Warner 
serves American industry, every day. 


B-W ENGINEERING MAKES IT WORK B-W PRODUCTION MAKES IT AVAILABLE 


Almostevery American benefits every 
day from the 185 products made by 0 R G ‘ete A R N e R 


THESE UNITS FORM BORG-WARNER, Executive anne Chtoages ATKINS SAW e BORG & BECK 
WARNER 


BORG-WARNER INTERNATIONAL e ‘BORG- 


NORGE e PESCOP 
HYDRAULICS, LTD. e WOOSTER DIVISION 





BORG-WARNER SERVICE PARTS 
CALUMET STEEL @ DETROIT GEAR ‘FRANKLIN STEEL e HYDRALINE PRODUCTS e INGERSOLL 
CONDITIONED AIR e INGERSOLL KALAMAZOO e INGERSOLL PRODUCTS e INGERSOLL STEEL » LONG 
MANUFACTURING ¢ LONG MANUFACTURING CO., LTD. e MARBON CHEMICAL ¢ MARVEL-SCHEBLER 
cos e MECHANICS UNIVERSAL JOINT « MORSE CHAIN « MORSE CHAIN OF CANADA, LTD. 
RODUCTS e REFLECTALCORP. e ROCKFORD CLUTCH e SPRING DIVISION 
WARNER AUTOMOTIVE PARTS e WARNER GEAR « WARNER GEAR CO.,LTD, e WAUSAU e WESTON 
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1954 and the number of customers 
served during the period were the 
greatest in its history by signifi- 
cant margins but higher revenues 
were tempered by sharp increases 
in state and local taxes and in cer- 
tain other operating expenses, 
which reduced net earnings sub- 
stantially below the amount ex- 
pected for the year and below the 
net earnings realized in 1953. 
There was a 13.8% increase in op- 
erating and maintenance costs 
over 1953 and this amounted to 
$1,960,000. Most of the increase 
was due to a greater volume of 
business and higher wages and 
salaries. However, there were sev- 
eral other contributing factors. 
Sharp increases in demand of cus- 
tomers necessitated the conversion 
of many of the company’s distri- 
bution lines to higher voltage. 
While such conversions are pri- 
marily construction expenditures, 
it proved advantageous to carry 
out simultaneously an expanded 


preventive maintenance program 
on the distribution system. Also, 
the timely additions of new gen- 
erating and transmission facilities 
made it desirable to accelerate 
maintenance work on similar old- 
er equipment temporarily relieved 
from full time operation. 

Residential kilowatt-hour sales 
of electricity increased 15.4% last 
year from a rate substantially sur- 
passing the national increase for 
the industry and in the last four 
months of the year the increase 
was at the rate of 18.5%. 

The company expects to place in 
operation during the final quarter 
of 1955, the new 100,000 KW gen- 
erating unit at its Picway Station. 
This will bring system capacity to 
560,000 KW. To take care of ex- 
panding loads it is anticipated that 
additional generating capacity 
will be required in the next three 
years. 

Columbus & Southern Ohio 
Electric So. spent $18,159,395 on 
construction in 1954, to bring the 
plant investment to $161,870,000 
at the year-end and it is estimated 
that the expansion program will 
require expenditures of about $20 
million annually over the next 





DETROIT EDISON REPORTS 


A Great Year 


Newsworthy accomplishments in 1954, and plans 
for the future as well, are shown in our-latest Annual 


Report to Stockholders. 


Construction of a sixth power plant, at River 
Rouge, progresses on schedule. By 1956, the first two 
units, 260,000 kilowatts each, should be producing the 
extra power that will be needed by then in fast-growing 


Southeastern Michigan. 


As a member of the Atomic Power Development 
Associates, we continue our search for an economical 
way to produce electric power from nuclear fuels. This 
research work has now advanced to the stage where a 
full-scale testing project is included in the 1955 


program. 


To learn more, send for-this report. Write our 
Treasurer, 2000 Second Avenue, Detroit 26, Michigan. 


THE 
DETROIT 
EDISON 
COMPANY 
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three years. Negotiations are ny 
in process for temporary bay 
loan accommodations to provi¢ 
construction funds pending pe, 
manent financing of these conten, 
plated new additions. 
Dividends in 1954 were $14) 
per share and 40 cents is the cy. 
rent quarterly rate. —IN 
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a voluntary or a compulsory lin. 

itation of the importation of fo. 

eign crude oil and residual fuel oj 
into this country. 

Proponents of free trade hay 
been quick to state that this is, 
contradiction; that if we want 
barriers lowered abroad we can’ 
keep them up at home. This con. 
tention itself is less than straight. 
forward. One of the very cou. 
tries that discriminates agains! 
American coal is a big shipper, 
through a colony, of residual fue 
oil to the United States. Certainly, 
non-discrimination on our par 
doesn’t, or shouldn’t, entail 
meekly knuckling under to dis. 
crimination on the part of others. 

Another distinction that should 
be made, and wasn’t, was that 
between crude oil and residual oil. 
Crude oil imports do mean that 
some of our own reserves of crude 
stay in the ground, available for 
future need, instead of being 
brought to the surface and 
burned. No such claim can be 
advanced for residual fuel oil 
This is merely oil which has been 
so imperfectly processed that per- 
haps a fourth of each barrel, 
instead of being refined into 
higher-valued products, has been 
discharged from the refinery 
unchanged. 

This oil does not conserve crude 
in this country. In fact, it wastes 
the resources of the supplying 
country. The effect it does have 
is to disemploy miners in the 
United States, and to deprive our 
coal companies and coal-hauling 
railroads of revenue. Import regu- 
lations which make a distinction 
between residual oil and crude are 
definitely needed. 

A curious lapse in the Flem- 
ing Committee’s logic saw it 
listing causes for the recent de- 
cline in coal consumption, quite 
sufficient of themselves to account 
for the difference between 1947’s 
record high and 1954’s fifteen- 
year low, the asserting with no 
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wel tailed proof that coal freight 
he fee tes were too high and should be 
. alBvered. Eastern railroads had 
_ Ovid pplied data showing that coal 
pe a sight charges, as a percentage 
nleni he delivered price of coal, had 
e 3] len steadily from 1939 to 1948, 
the ied had only retraced enough of 
Cli at decline to bring them back to 
«Mie proportion that existed in 
—__ 46. In 1946 the coal industry 
ad no trouble selling 545 million 

ts ns of coal. 
——| The coal industry has its 
40) oubles, to be sure. However, it 
js hard to see the wisdom or jus- 
ry linftice of curing coal by crippling 








of forthe railroads. —END 
uel ¢i 
© have Rising Industrial 
is ig g Production Abroad 
want 
> Can't 
s conf Several factors account for 


aight Western Europe’s strong per- 
Coun.f ormance in industrial production 
yaing fin recent years. Perhaps the fun- 
‘pper damental ones were greater politi- 
1 fyg | al stability and the successful at- 
ainly | ack on inflation by sound fiscal 
part and monetary policies, which led 
ntaj)f © the dismantling of many direct 
, dis }government controls. These fac- 
hers | ors combined to restore confid- 
houliy nce in the value of money, to 
that | Simulate savings and investment, 
1] oj] }2nd to encourage private enter- 
that | Prise. In the improving atmos- 
rude} Phere, investment in plant and 
» for f duipment and residential con- 
eing struction expanded. More plenti- 
ang | ful supplies of materials for pro- 
ie “pla helped to raise productiv- 
ar. . 
Deen _ During the past year, produc- 
per. | Hon in Western Europe received a 
“re | Special impetus from sharply ris- 
nto | 28g consumer demand and expand- 
een | ‘Nf export markets. The increase 
ory | Of consumer expenditures was 
* | supported in some countries by 
ude | the readier availability of con- 
tes | SUMer credit. It was accompanied 
ing by only a nominal increase in price 
ave | levels, because productivity ad- 
he | Yanced and imports remained 
ur | 2Vailable at fairly stable prices. 
ng | Not all countries outside West- 
vy. | ern Europe experienced a high 
on | fate of increase in industrial pro- 
re | duction during the year. Japanese 
production was increasing early in 
n- | 1954 but leveled off in the spring, 
it | Mainly owing to the cessation of 
e. hostilities in Korea. Price infla- 
te | ion, which was unchecked at the 
nt | beginning of the year, was ended 
, | by measures to tighten credit. 
»- | These had the effect of reducing 
| the demand for imports and in- 
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creasing exports. In Canada, in- 
dustrial production followed a 
course somewhat similar to that in 
the United States, though the de- 
cline was less. Other countries 
outside Europe that did show sub- 
stantial growth included Aus- 
tralia, Brazil, India, and the Union 
of South Africa. The performance 


in each case reflected the stimulus 
of new investment activity. 


Foreign Agricultural Production 


The volume of agricultural pro- 
duction outside the United States 
appears to have been maintained 

(Please turn to page 808) 








Will You be Holding 
The Right Uranium Stocks 


10 Years From Now? 


You'll have to have a good selection of Uranitm stocks 
to make you as wealthy and independent as the early 
investors in oil, rails, aircraft or electricity. 


Fortunes will be made and lost in Uranium, just the 
same as they were in automobiles or oil when these were 
new, young industries. 


Tellier & Co. was established in 1931, and we know 
from the hard and continuing school of experience, that 
any new company is only as good as the men behind it. 
For the past 5 years we have specialized in raising capi- 
tal for new Uranium companies, and we are proud of 
the job we’ve done. 


We cannot make you rich overnight, but if you have 
money that you can afford to invest and forget for 5 
years, there’s a good possibility we can assist the growth 
of your personal estate. We believe we can recommend 
a Uranium stock which has the growth-profit potential 
every investor dreams about. 


We state emphatically that the Uranium industry 
does not want investors who buy today and sell when a 
few pennies of profit appear. The Uranium companies 
need investors who can accept risk and let their invest- 
ment grow with the success of the mining company. 
Remember, every listed “Blue-Chip” was once a new, 
young company and no better able to withstand the 
raids of in-and-out speculators than the Uranium com- 
panies of today. 

If you would like to receive information about the 
common stock of our choice (CONSOLIDATED URANIUM 
MINES), then fill out and mail the coupon below. We’re 
sure you’ll agree with us and a group of 20,000 share- 
holders, that Consolidated is one of the best buys for 
growth, for profit, and for the financial independence 
which may reward the risk-takers of today. 


Currently selling around $1.15 per share 


(price subject to change) 


TELLIER & Co. 


ESTABLISHED 1931 
1 Exchange Pl., Jersey City 2,N.J. | DElaware 3-3801 
Free telephone from N. Y. City: Digby 4-4500 
GENTLEMEN: Without obligation, please send me the latest Financial 
Report about Consolidated Uranium Mines mentioned above. 
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WHY THEY’RE SWITCHING 
FROM STOCKS 
TO COMMODITIES 


The gold rush is on. Stock traders find com- 
modities offer greater money-making oppor- 
tunities. How do you do it? Commodity 
Trend Service shows you...with 1) full 
coverage of all U. S. and Canada futures 
markets; 2) suggests when to buy, sell and 
at what price; 3) advises exact price to 
place stop-loss orders. Based on successful 
forecasting system. Send for FREE current 
bulletins now. 


COMMODITY TREND SERVICE 


30 Church Street New York 7, N. Y. 
Call REctor 2-7330 
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consecutive 
dividends 


@ A quarterly dividend of 45¢ a share 
has been declared on the common 
stock of this company, payable on 
April 1, 1955, to shareholders of 
record March 10, 1955. 

@ A quarterly dividend of $1.00 a 
share has also been declared on the 
preferred stock of the company. It 
too is payable on April 1, 1955, 

to shareholders of record 

March 10, 1955. 


E. H. Volwiler, President 
February 24, 1955 
ABBOTT LABORATORIES 


Manufacturing Pharmaceutical Chemists 
North Chicago, Illinois 








PN 


INTERNATIONAL MINERALS 
& CHEMICAL CORPORATION 


General Offices: 
20 North Wacker Drive, Chicago 6 


* 
QUARTERLY DIVIDENDS 


4% Cumulative Preferred Stock 
52nd Consecutive Regular 
Quarterly Dividend of 
One Dollar ($1.00) per Share 
$5.00 Par Value Common Stock 
Forty Cents (40¢) per Share 
Declared—Feb. 24, 1955 
Record Date—Mar. 18, 1955 
Payment Date—Mar. 30, 1955 

- A. R. Cahill 
Vice President and Treasurer 
* 


Phosphate ¢ Potash ¢ Plant Foods 
Chemicals ¢ Industrial Minerals 
Amino Products 
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in 1954 at about the same level as 
in 1953. While coarse-grain pro- 
duction in Western Europe was 
about 4—5 percent less than in the 
exceptionally good harvest year of 
1953, most other categories of 
farm production held up well. 
Most areas of free Asia had some 
expansion of output in the crop 
year 1953-54, mainly of rice and 
cotton. In Latin America, 1953-54 
production of coffee lagged, while 
that of corn, rice, sugar, and tobac- 
co increased. 

Significant declines in agricul- 
tural production occurred during 
the year in Canada, Turkey, and 
Australia, in each case chiefly as a 
result of poor harvests. Canada’s 
wheat output was only about half 
that of the very good harvest of 
1953. The wheat harvest of Turkey 
and Australia also decreased 
sharply. Wool production in Aus- 
tralia, however, registered a gain. 
The physical supply of major agri- 
cultural commodities entering the 
world market continued to be 
abundant. 


Payments, Reserves, 
and Exchange Rates 


Most countries of the Free 
World continued to improve their 
international financial position in 
1954, although the improvement 
was generally less rapid than dur- 
ing 1953. The improvement was 
the result of the increased volume 
and better balance of world trade, 
and of continued large United 
States expenditures abroad under 
the Mutual Security and other 
programs. 

Most countries of Western 
Europe showed a marked improve- 
ment in their balance of payments 
during the year. Germany con- 
tinued to have a large trade sur- 
plus in spite of further liberaliza- 
tion of restrictions on imports 
from Europe and the dollar area. 
Switzerland and the Netherlands, 
both of which have large surpluses 
on current account, increased their 
foreign lending. 

In Latin America the record for 
the year was not uniform among 
countries. For the area as a whole, 
gold and dollar reserves did not 
change substantially; several 
countries experienced moderate 


(Please turn to page 809) 
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BOOK REVIEWS 


A Time to Love and a Time to }; 
By ERICH MARIA REMARQUE 


At a certain moment in this stop 
Ernst and Elisabeth are eating suppe 
in the garden of an inn: lentil soy, 
salad, beer. The garden is quiet ayj 
green and undamaged. They are yey 
happy, and Ernst says to Elisabet}: 
“This is the way people used to liy 
all the time. 

Of the many notes sounded in thi 
symphony of love and death, this my 
well be the one that stays longest in tk 
reader’s mind. For Ernst and Elisabet, 
the lovers of the story, ask—by ordinary 
standards—very little of life. All the 
ask is to be quietly together. 

Ernst is a German soldier on thre 
weeks’ furlough from the Eastern fron 
at the time when that front is crun. 
bling in the months after Stalingrad 
He has ‘been pushed through France, 
has seen victory and defeat in Africa, 
and hope interminably deferred in Rus 
sia. He is tired of war. What he wantsis 
to return to the quiet of his parents 
house in a city he pictures as unseare/ 
by war. To return so that he may havea 
chance to think, to try to understand. 

He could not have imagined the city 
as he finds it nor could he have imagined 
his meeting with Elisabeth. 

Into the dwindling days of his fur 
lough these two contrive to crowd the 
communion, gaiety, and domesticity of 
years of marriage. Like all true lovers 
they create, between the dead past and 
the indecipherable future, the ecstasy 
of their own here and now. 

That they succeed in doing so in the 
midst of total war is evidence of the 
human spirit’s power to deny total 
defeat. As Henry Seidel Canby has said: 
“This powerful novel is not, like All 
Quiet, a story of men become soldiers 
It is a story of soldiers become men 
again, their arrogance and ambition 
dissolved by the chemistry of war and 
death into simple elements... As one 
reads this melodrama of emotions and 
vivid incident, all the rest of the great 
conflict of World War II sinks hazily 
back into the far horizon.” 


Harcourt, Brace and Co. $3.95 





Uruguay: Portrait of a Democracy 
By RUSSELL H. FITZGIBBON 


In almost every respect Uruguay re- 
futes the generalization that all Latin 
American countries are cut to the same 
pattern. This book defines the unique- 
ness of the country and presents the 
first complete general survey, for the 
layman, of “the Switzerland of Latin 
America.” 

Blending the human interest of a 
popular style with the dependability of 
the scholarly, Professor Fitzgibbon pro- 
vides first a historical picture of Uru- 
guay. Politics, education, economics, 
journalism, recreation, literature, music, 
painting, all receive full treatment. The 
international relations of Uruguay, par- 
ticularly with reference to its vast imme- 
diate neighbors, Argentina and Brazil, 
are a significant part of this full length 
portrait of a democracy. 

This is the perfect book for the tour- 
ist visiting Uruguay, as well as for the 
armchair traveler. 


Rutgers Univ. Press $5.75 
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increases in their reserves and 
others lost reserves. The short- 
term external debt of the area in- 
creased, mostly as a result of 
changes in Brazil’s position. For- 
mal currency develuations oc- 
curred in Chile and Mexico, while 
the Government of Brazil in- 
creased its buying rate for ex- 
change arising from coffee ex- 
ports. 

In general, monetary reserves 
increased for the Free World out- 
side the United States, and at the 
end of 1954 they were more evenly 
distributed in relation to trade vol- 
ume and international liabilities 
than at any other time in recent 
decades. At the end of the year, 
gold and dollar reserves in the 
various areas were as follows: 
Continental Western Europe, 11.2 
billion dollars; sterling area, 4.3 
billion dollars; Canada, 2.6 billion 
dollars; and Latin America, 3.6 


billion dollars. 
—Economic Report of the President 








Profits Rate Off in 1954 





In view of the relatively high 
dependence of manufacturers on 
internal, financing, the trend of 
their profits is of special impor- 
tance in analysis of capital fi- 
nancing. Profits before taxes were 
off from 1953:to 1954 both abso- 
lutely and relative to sales, with 
the decline in the dollar total ap- 
proximating one-fifth and the ra- 
tio of sales falling from 9 per 
cent in the first half of 1953 to 
7% per cent in the first half of 
last year. The before-tax profits- 
sales ratio is currently at a low 
for the postwar period, but some- 
what larger than the rate prevail- 
ing in 1929, 

Because of the sizable cut in 
Federal taxes, stemming largely 
from the elimination of the excess 
profits tax, after-tax profits of 
manufacturers in the early part 
of 1954 were at an annual rate 
slightly higher than in the full 
year 1953. The volume of equity 
funds used in manufacturing was 
also higher in 1954 so that the rate 
of earnings to stockholders’ equity 
was not much changed from a 
year ago. 

The use in this measure of book 
value net worth derived from as- 
MARCH 


19, 1955 
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CITIES SERVICE COMPANY 


Dividend Notice 


The Board of Directors of Cities Service Company has 
declared a quarterly dividend of fifty cents ($.50) per 
share on its $10 par value Common stock, payable April 
11, 1955, to stockholders of record at the close of business 


March 15, 1955. 


ERLE G. CHRISTIAN, Secretary 








set totals which value fixed assets 
at historical costs, tends to over- 
state current profitability relative 
to that of more distant periods in 
the past because of their substan- 
tial increase in the general price 
level which has taken place and 
which is not fully reflected in the 
net worth. If profits after taxes 
are related, for example, to man- 
ufacturers’ sales, the ratio, while 
up from 1953 to 1954, is below 
that of the late twenties (see 
table). As is clear from a compar- 
ison of the second and third col- 
umns of this table the major fac- 
tor in this lower relationship is 
the much higher relative level of 
taxes currently. 

The fifth column of the table 
presents a summary view of 
trends in the capital structure 
of manufacturing concerns. The 
more permanent forms of invested 
capital include capital stock, sur- 
plus and undistributed profits to- 
gether with long-term indebted- 
ness. From the late twenties 
through 1945 there was a little 
net change in the composition of 
this invested capital. During the 
depression years, both debt and 
equity capital were reduced, the 
latter more sharply, while in the 
subsequent period, each type of 

(Please turn to page 812) 
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eal St. Louis 
1761 


CONSECUTIVE DIVIDEND 
Common Stock 


A quarterly dividend of 60c per 
share payable on April 1, 1955 
to stockholders of record at the 
close of business March 15, 1955, 
was declared by the Board of 
Directors. 

ANDREW W. JOHNSON 


Vice-President and Treasurer 


February 28, 1955 

















MARTIN-PARRY 
CORPORATION 
DIVIDEND NOTICE 


The Board of Directors has declared a dividend 
of twenty-five cents (25¢) on the Capital Stock 
of the Corporation, payable April 5, 1955, to 
stockholders of record at the close of business 
on March 21, 1955. 

T. RUSS HILL, President 














Are You Sharing 


Giant Portland Cement............ 
Camtek: COMOO so cccccccccccsccssecs are 
Keystone Port. Cement...................... 











in Building Boom? 
ADVANCES IN BUILDING STOCKS IN 1954 


Je recommend a Real Sleeper in building industry selling around $6 to yield 
6% % for substantial appreciation. Sales increase 350% in last 5 years. 


FREE Report on Request 


STANDARD INVESTING CORP. 


40 Exchange Place, New York 5, N. Y. 
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LOW HIGH INCREASE 

$ 734 $24 Over 300% 
16% 41 Over 250% 
1158 2634 Over 206% 


HAnover 2-8821 











Cumulative Index to Volume 95 





lto 56 inclusive October 2, 1954 
Pages 57 to 120 inclusive October 16, 1954 
Pages 121 to 176 inclusive October 30 
Pages 177 to 240 inclusive November 13 


Pages 


A 


Aircrafts Maintain Boom 
Earnings?—Can 
Amer. Tel. & Tel. Reach 200? 
—Will 
Aristocrats of the Market 
Auto Accessory Companies? 
—Profits Now in Store for 


Backlogs—Trend of Company -_ 

Bank Stock Outlook for 1955 

Big Movers Headed Now? 
—Where are 1954’s 

Boom in Europe Last? 
—How Long Will the 

Building Industry in 1955 
—What’s Ahead for 

Business Cycle Still With Us 
—But 


Business Trends— Forecast of 


Cc 


Canada Adjusts to New Base 
for Expansion 

Canada Gets Bill for 
Speculative Excesses 

Cartels Return to Europe?—Will 

Central American Upheaval—The 

Chrysler’s Year of Decision 

Common Stock Financing Ahead? 

Companies—5 Benefiting from 
Dynamic Growth 

Companies Spur Investments 
Abroad 

Companies Steadily Raising 
Dividends—20 

Companies With a Big Stake 
in Willisten Basin 

Companies With “Bonanza” 
Growth Potentials 

Companies With Exceptionally 
High Earnings—5 

Companies With Investment 
Diversification 

Companies With Large Reserves 
in Retained Earnings—5 


Congress—Surprises in Store From 


Convertibles—Opportunities in 

Copper-Aluminum Companies— 
New Factors Affecting 

Copper Recovery?—How Real is 


Debts?—Can Our Economy 
Support Nat’l. - State - Local 
Defense Spending— 
New Avenues in 
Department Stores Fight Law of 
Diminishing Returns—How 
Depression—Forces and Factors 
Minimizing —_ 
Discount Houses Establishing 
New Price Levels?—Are 
Dividends—Tax-F ree 
Dividends—5 Stocks Likely 
to Increase 
Dividend Casualties—What to 
Do About 1954 
Dividend Increases— Candidates 
for Year-End 


508 


592 
209 


516 


754 
522 


575 
764 


685 
370 


317 
505 
637 
146 
376 


449 
184 
595 


87 
709 


11 


572 
330 


645 
78 
22 


Pages 241 to 296 inclusive November 27 
Pages 297 to 360 inclusive December 11 
Pages 361 to 416 inclusive December 25 
Pages 417 to 484 inclusive January 8, 1955 


E 
Earnings—Dividend Prospects— 


New Factors in ___- 187 
Earnings Uptrend—5 Companies 
in Strong 149 
Economic Recovery i in Holland 75 
Economy—What’s in Sight 
for the American 624 
Egypt and the Middle East 381 
Eisenhower Administration Failed 
or Succeeded?—Has the : 64 
Electronic Computers—New Source 
of Earnings for 
Office Equipments 650 
Export-Import Outlook for 1955 441 
F 
Fertilizer Companies—Some With 
Uranium Prospects 447 
Finance Companies Reach New 
Investment Status 518 
First Quarter Trends—& Year-End 
Statements 578 
640 
G 
Growth Stocks—5 Undervalued 81 
H 
Helicopter—A New Field for 
Investors 331 
Hot Spots Around the World 139 
; 
Industries Facing Foreign Com- 
petition 697 
Industries—1955 Prospects for 
Leading 428-498 
Industry—Transformation of 
American 67 
Inflation in Budget?—-New 568 
Investment Clinic 596 
Investment Trusts Compared—Two 31 
L 
Latin America—“Blow-Off” in 195 
M 
Meany and Reuther—Ambitions of 744 
Meat Packers Recover?—Will 452 
Men of Faith and Genius 494 
Mergers?—Can Anti-Trust Suits 
Stop 190 
Mergers—Latest and Pending 768. 
Metals—Expanding Horizons for 
Rare 586 
“Miracle Fibers”?—What Now for 144 
Missiles—Future of Radar-Guided 320 
Money—Coming Important 
Changes in 628 
Movies?—How Real is Recovery in 28 
N 
National Lead Co.—A New 
Horizon for 84 
Natural Gas Stocks Earn More— 
Pay More?—Can 691 
Non-Dividend Paying Stocks— 
Prospects for 512 
THE 


Pages 485 to 560 inclusive January 22, 1955 
Pages 561 to 616 inclusive February 5 
Pages 617 to 676 inclusive February 19 
Pages 677 to 736 inclusive March 5 

Pages 737 to 808 inclusive March 19 


Oo 


Olin-Mathieson Chemical Corp. 


P 


Plant Expenditure Trend Affects 
Dividend Policies 
Political Dominance— 

Move for 
Power—Public vs. Private 
Preferred Stock Redemption— 

New Trend in 
President’s State of the Union 

Message 


Labor’s 


Price Movements (1954) —Magazine 


of Wall Street’s 300 Stocks 
Products Expand Company 
Earnings—How New 
Profit-Margins A Study of 
Changing 


Rails Dynamic—How Liberalized 
Regulation Can Make 


254 


3) 
49) 
521 
373 


748 


Rails—Liberal Yields on Guaranteed 71] 


Rails—Outlook for Lower-Priced 642 
Rail Outlook—Expert Appraisal 

of the 200 
Recommendations Over the Past 

Year—Reappraising Our 14) 

S 
Securities—Will British Sale of 
Affect Market? - 684 

Security Values—Timely Study of_ 631 
Steels Earn in 1955?—At 75% 

Capacity 311 
Stock Evaluation—An Expert 

Approach to 264 
Stock Listings in 1954— -New 328 
Stock Splits—Candidates for 704 
Stock Split Candidates for 1955 322 
Stocks—3 Undervalued in 8 

Industries 583 
Stocks—5 Undervalued 270 
Stocks Behind the Market—5 706 
“Stocks I Would Not Hold”__- 274 
Stocks—Profit Opportunities in 

200 Low-Priced 699-759 
Stocks Rated—200 Most Active 304 
Stocks Staging Earnings Comeback 770 
Stocks Stand To-day?—Where 

Do Your .- 384 
Stocks That Have Made Successive 

Yearly Highs 152 


Stocks With Above Average Yields 207 


Stocks with Unusual Features— 


5 Attractive 25 
T 
Textiles—Is Upturn at Hand?_ 392 
Third Quarter nee This 
Year—What a 198-128 
U 
Union Carbide & Carbon Corp.____ 388 
Upturn? How Real is ey 
Utilities With Marked Growth 
Potentials—5 : = $25 
Ww 
Wrigley vs. American Chicle_+__ 278 


MAGAZINE OF WALL STREET 





Ther 
defi 
tha 


Thre 
var 
whi 


Prog 


Prox 





r, 


12 


Con 
onc 
gint 
you 
scri 


ded 








254 


688 


30 
49) 
521 
373 


748 
1 71) 
642 


200 


684 
631 


311 


264 
328 


322 


392 
128 


388 
248 


325 





































































































































































































































































































































































































163% PROFIT IN 101/, MONTHS 





























ON GENERAL DYNAMICS 







































































































































































































































































































































































































































































A SOUND PROGRAM FOR 1955 
For Protection — Income — Profit 


There is no service more practical... more 
definite ...more devoted to your interests 
than The Forecast. It will bring you weekly: 


Three investment Programs to mee? your 
various aims...with definite advices of 
what and when to buy and when to sell. 


Program I1—Top grade stocks tor security and 
assured income with excellent appre 
ciation potentials. 


Program 2—Special dynamic situations tor substan- 
tial capital gains with large dividend 
payments. 


Program 3—Low-priced stocks tor large percent- 
age growth 


Projects the Market Advises What Action to Take 
... Presents and interprets movements by industry 
of 46 leading groups comprising our broad Stock 
Index. 


Supply-Demand Barometer... pius Pertinent Charts 
depicting our 300 Common Stock index 100 High 
Priced Stocks, 100 Low-Priced Stocks; also Dow 
Jones Industrials and Rails from 1940 to date 

Dow Theory Interpretation ..tells whether major 
and intermediate trends are up or down 
Essential Information for Subscribers up-to-date 
data, earnings and dividend records on securities 
recommended. 





Telegraphic Service... |f you desire we will wire 
you in anticipation of important market turns 
Washington Letter—Ahead-of-the-News Interpreta 
tions of the significance of Political and Legislative 
Trends. : 


Weekly Business Review and Forecast of vital hap- 
penings as they govern the outlook for business 
and individual industries. 











Wal Coupon 
Joday. 
Special Offer 


‘ 
b MONTHS $75 SPECIAL MAIL SERVICE ON BULLETINS 
SERVICE Air Mail: [) $1.00 six months: [J $2.00 (J Telegraph me collect in anticipation of 
one year in U. S. and Canada. important market turning points...When 
MO " Special Delivery: ( $5.20 six months to buy and when to sell...when to ex- 
12 NTHS $125 0 $10.40 one year. pand or contract my position. 
SERVICE N 
ame 
Complete service will start at IRE keh as 3 Dh ot is. led RL ed di ee 
once but date as officially be- ; : 
ginning one month from the day iGo a = Aa eee SEA. wheres 
your check is received. Sub- Your subscription shall not be assigned at List up to 12 of your securities for our 
any time without your consent. initial lytical and ad y report. 


scriptions to The Forecast are 
deductible for tax purposes. 


WP cccccccccccccccccccccccece 


MARCH 19, 1955 


fe Cececccccce 


THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street. 90 Broad Street, New York 4. N. Y. 


I enclose [J $75 for 6 months’ subscription: [) $125 for a year’s subscription. 











Last April we advised all subscribers to buy General Dynamics 
at 43. By March 1955 it reached 11314—showing 163% profit. 
On January 28, a 100°. stock and increased cash dividend 
were announced—so the yield is over 10% on our buying price. 
This Forecast selection may eventually equal our recom- 
mendation of Boeing in December, 1953 at 46 (to yield 7.6% 
In May it was split 2-for-1, marking subscribers’ cost to 23. 
In March 1955 it was 83%... over 264% profit. 

Southern Railway — recommended at 6] — was split 2-for-] 
— cutting our buying price to 3014. In March 1955 it was at 
80. giving subscribers 162% appreciation. On January 25 the 
company increased the dividend to 75c quarterly and declared 
$1 extra. 


PROFITS EXCEED 378 POINTS — INCOME AVERAGES 8.4°% 


On all 12 Forecast recommendations now being carried our 
gains exceed 378 points and dividend yield averages 8.4%. 
Subscribers are kept informed on new company develop- 
ments... and we will advise them when to take profits — 
where and when to reinvest. 


ENROLL NOW — GET ALL OUR RECOMMENDATIONS 


The time to act is now —so you will be sure to receive all 
our new and coming selections of dynamic income and profit 
opportunities at strategic buying prices. 

Mail your enrollment today with a list of your holdings (12 
at a time). Our staff will analyze them and advise you 
promptly which to retain — which are overpriced or vulner- 
able. By selling your least attractive issues you can release 
funds to buy our new recommendations at strategic levels. 





SPECIAL OFFER—Includes one month extra FREE SERVICE Sccccccocoey 











(Service to start at once but date as officially beginning 
one month from the day you receive my payment.) 
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AREA RESOURCES BOOK 
explains why area we serve offers 
tremendous opportunity to industry. 
Write for free copy 
P. O. Box 899, Dept. R, Salt Lake City 10, Utah 


UTAH POWER 
& LIGHT CO. 





BENEFICIAL 


LOAN CORPORATION 


103rd CONSECUTIVE QUARTERLY 
= CASH DIVIDEND e 
= The Board of Directors has de- : 
@ clared a quarterly cash dividend # 
¢ on the Common Stock at the # 
& rate of e 
: $.25 per share : 
The dividend is payable March e 
# 31, 1955 to stockholders of rec- # 
ord at close of business March 
fF 15, 1955. 
4 William E. Thompson 
= March 1, 1955 Secretary 


Woon AND CANADA # 











i West Penn 


Electric Company 


-—$————._ (Incorporated) 


Quarterly Dividend 


on the 


COMMON STOCK 


30¢ PER SHARE 


Payable March 31, 1955 
Reco.d Date Mar. 11,1955 
Declared March 2, 1955 





WEST PENN ELECTRIC SYSTEM 
Monongahela Power Company 
, The Potomac Edison Company 
West Penn Power Company 

















As I See It! 





(Continued from page 741) 


anxious to secure Western co- 
operation in the development of 
her resources and in raising the 
pitifully low standard of the ma- 
jority of her people. 

The Middle East is not merely 
a part of the world with inter- 
estingly garbed people and a rich 
cultural past: Here are living 
lands intent on modernizing 
themselves. But the job is difficult 
when the Thirteenth Century is 
trying to catch up with the Twen- 
tieth. The real weakness of the 
Middle Eastern countries today is 
not their lack of military equip- 
ment bu the low living standards 
of their people and the lack of 
capital and skills to develop their 
resources. Chronic underemploy- 
ment and the mounting pressure 
of rising populations on land, 


make, as one observer put it, fo 
a vacuum—‘“a vacuum which has 
terrific sucking power ... Ani © 
the wind is blowing from the | 
North.” :.-. . 4 
The bickerings among the Ara} 
countries themselves and _ thei 
unrealistic attitude toward a. 
cepting Israel as an accomplishe; 
fact have been unfortunately gj. f 
verting energies that are needa 
for developing their resources an( 
mitigating the plight of thei 
people. If the collapse of the oli 
Arab League means that ther 
will be a change in evaluating th 
needs of the Middle Easter 
States and their mutual relation; 
then there is hope that progrey 
will also be made in working ou 
their problems and that the dan. 
ger of communist infiltration wil 
lessen. It is for this reason that 
an early settlement of local prob. 
lems between the Arab states ani 
Israel is of such pressing import. 
ance to the future of the fre 
world. —EN) 


ech at aa 











Profits Rate Off in 1954 





(Continued from page 809) 


capital expanded but debt did not 
keep pace with the rise in equities. 

Since the end of the war, long- 
term debt expansion has been 
more pronounced than the equity 
increase although this debt at 
present continues to occupy a 
lesser role in the capital structure 
of manufacturing than in indus- 
try generally. 

A measure of the debt burden 
on manufacturers is indicated by 
the final column of the table. 
While interest payments by man- 
ufacturers rose steadily through- 


out the postwar period, practically 
all of the prewar debt outstand. 
ing has by now been retired or re 
funded into issues bearing th 
lower coupon rates which hay 
prevailed for debt financing in re 
cent decades. Thus, the effective 
interest rate being paid at the 
present time is substantially below 
that of earlier prosperous periods 
and this factor has in large degree 
offset the expansion in the volume 
of indebtedness. Moreover, the 
amount of funds available for pay- 
ment of interest is currently far 
above that of earlier times, s0 
that the relative share of these 
funds presently claimed by inter- 
est charges is low in _ historical 
perspective. 


—Survey of Current Business 
































ita Rae 
Selected Financial Ratios for Manufacturing Corporations 
(Percent) 
Interest 
Proportion of sales represented by Payments H 
on Debt to 
Profits Long-term Funds Avail- 
Year Profits Profits After Taxes Debt to able for 
Liquid Before After to Net Invested Interest 5 
Assets Taxes Taxes Worth Copitall = Payments* 
L.-J REE Core Re ces 8.4 6.9 6.0 rf 9.3 12.9 
ee en meres ic! 8.4 5.7 8.5 11.2 6.1 
eee isvescavasens aia y fee J 2.9 6.2 9.1 4.3 
Se Jcosseeen, UO 9.2 5.6 13.0 12.6 3.1 
LOS we civeecnss ake 1 A 4.6 9.4 13.8 4.3 
J : . was. WO 9.8 4.1 7 13.1 3.1 
(Oe A Reet Te 10.3 8.0 3.5 8.3 15.7 4.3 
1954—2nd quarter et 9.5 ro 3.9 8.2 15.7 5.1 
| 1_Long-term debt plus capital stock and capital reserves. 
2—Profits before taxes plus interest paid. 
Source: U. S. Department of Commerce, Office of Busi Ec ics 
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... to keep them flying! 


It takes tremendous power to fly faster than ~ —* 
sound. It takes unfailing electric power, too . “4 a 
the speed of light to operate the complex — of « ; — 
instruments and control devices packed within the : 
skin of modern military aircraft. 

It’s this vital kind of power that is provided by es 
airborne direct-current power supplies . .. rugged, 4 . 
alle rectifier units made by Federal Telephone anc — 
Company, division of IT&T... another of ae ei = 
iniportant contributions to aircraft efficiency and safety 
lied upon by major aircraft manufacturers. 


3 RATION 
INTERNATIONAL TELEPHONE AND TELEGRAPH CORPO 
67 Broad St., New York 4, N. Y. 








A multi-billion 
dollar baby 


changed our 


way of living 


It was born in dimly-lighted 
workshops. Its first word 
was a sputter. Its first step 
touched off a revolution. 


t came chugging, kicking and 
lurching into the Twentieth 
Century, the infant of Ameri- 
ca’s inventive genius. 

There was much laughing. It was 
awkward looking. 

But it kept growing, learning by 
experience. And everything and every- 
body it came upon, it changed. 

It rattled over cowpaths and down 
through the years, shortening dis- 
tances, broadening our enjoyment of 
life, widening horizons, lengthening 
strides toward industrial greatness. 


It started a revolution! 
The automobile reached out and pulled 
our cities and villages together. 

In the early 1900’s the total length 
of all paved roads in the United States 
would not reach from Boston to New 
York. Now, today, there are 742,000 
miles of paved roads—enough to go 
around the equator almost 30 times. 

The automobile created suburbs, 
and brought a new way to move 
products from the farms to the cities, 
to move all kinds of household things 
from the factories to the homes. 


It created new jobs. 


From the few men who created the 
automobile, the number employed in 
making them has risen to 930,000. 


One out of every seven American 
dl 


917 oe 4 
NATIONAL STEEL 


GRANT BUILDING 


workers is employed in a highy 
transport industry—one out of e 
six American companies is pri 
engaged in the manufacture, g 
maintenance, or use of motor vehi¢ 
American workers are paid (2 tiy 
as much today as they wer» at 
start of the motor age. The lu <urie 
the 1900’s are, in most cases, todg 
necessities. More pay has giv-nm 
people more opportunities to 
homes, furnishings, clothi: g, 
products of their labor. 


It looked to steel. 

Early in the automobile’s « eve 
ment it was recognized tha_ saf 
and mass production could est 
achieved with steel . . . and s‘eel 
came the most important ma ‘erig 
its manufacture. Today, 84 ; -r¢ 
of your car’s weight is steel. 

Most of the many improven ent 
the automobile have been prec. d 
challenges to the steel indusiry . 
challenges to produce the pati 
kinds of steel needed to mee 
provements possible. 

The tops, hoods and fender: of 
day’s cars, for instance, exist bec 
the steel industry was able to de 
ways of rolling wider sheets a 
moreover, sheets that could be read 
formed by mass-production metho 

Under the beautiful paint job 
every new car is steel . . . Amerie 
great bargain metal. 

What about the future? 
At any automobile show today, ¥ 
see the unmistakable signs that th 
are still restless men at work. 

These men are building exciti 
new concepts of that first automob 
that startled America more than 
years ago. These models of the fut 
are longer and lower and much 
demanding of steel. But whate 
problem they pose, steel will come 
with the answer. 

In National Steel, we are proud 
our long and close association 
the motor industry . . . and prd 
too, of our position as a leading 
plier of automotive steels. It will 
our constant goal, through resea 
and cooperation with our custom 
to produce still better steels for 
better and better automobiles we 
sure the future wi bring. 


CORPORATIOI! 


PITTSBURGH, PA. 


Owning and operating Great Lakes Steel Corporation « Weirton Steel 
Company « National Steel Products Co. « Hanna Iron Ore Co. « The Hanna 


Furnace Corporation ¢ Stran-Steel Division « National Mines Corporation 








